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Rich Man’s 


Burden... 





It’s nice to be rich, sure. But wealth 
does have its problems, too. 


We know because some of our cus- 
tomers do have a fair amount of 
money, and over the years we’ve come 
to know them pretty well—come to 
appreciate a few of their problems. 


For one thing, nearly everything 
costs them more. 


From a home and help, through tips 


and taxes... 
From doctors’ bills to lawyers’ fees... 


From college alumni drives through 
the local community chest. 


Small wonder then that most people 
with money are sensibly concerned 
about investing it. They have to take 
more than ordinary care in handling 
their investments . . . must see that 
their capital is well-protected and still 
yields a reasonable income. 


That’s why we’re particularly pleased 
whenever anyone with wealth entrusts 
us with an investment problem. 


Whether it’s planning a complete 
program for any particular sum... 


Or giving them all the information 
we can about any stock they’re in- 
terested in... 


Or sending them an up-to-date re- 
port on their entire portfolio. 


We make no charge for any of these 
services either, whether you’re a cus- 
tomer or not. 





If you think we can be of help to 
you, why not come in and discuss your 
situation with me, or simply send me 
a confidential letter. 





WALTER A. SCHOLL 





Department SF-49 


MERRILL LYNCH, 
PIERCE, FENNER & BEANE 


70 Pine Street, New York 5, N. Y. 
Offices in 104 Cities 
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He measures millionth-inch mountains 


—to make GM cars a better buy 


HERE are many reasons why you get more 

for your money in any General Motors car 
you buy — whether it be a Chevrolet, Pontiac, 
Oldsmobile, Buick or Cadillac. 


Take engines, for example. Long life depends 
upon perfect matching of their moving parts. 
Yet smooth as these highly machined surfaces 
may feel, they are actually ridged with micro- 
scopic peaks and valleys as infinitesimal as one- 
millionth of an inch. 


So here you see how GM insures a more perfect 
match. This production man is using a high- 
precision electronic instrument called a 
Surfagage®, developed by GM Research to 
measure the exact degree of roughness in crank- 


GENERAL Motors 


“Your Key to Greater Value—the Key to a General Motors Car” 


shafts, pistons, bearings, cylinder walls and 
other wearing surfaces. 


With this unique instrument laboratory- 
accurate measurements of surface roughness can 
be made instantly, right on the production line. 
It gives engineers in every GM production or 
assembly plant a split-hair check on parts’ sur- 
faces, insuring perfect matching. 


In the making of every GM car there are literally 
hundreds of super-precision tests like this on 
transmissions, bodies and frames, as well as 
engines, which insure longer wear and smoother 
performance. That is one of the big reasons why 
the key to a General Motors car is your key to 
greater value. 


CHEVROLET « PONTIAC ¢ OLDSMOBILE ¢ BUICK ¢ CADILLAC ¢ All with Body by Fisher « GMC TRUCK & COACH 
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NOT AN UNMIXED BLESSING... The Treasury has 
just scored an impressive victory in its successful 
refunding of $7,986,000,000 obligations which ma- 
tured Sept. 15. With final figures to be announced 
as we go to press, it is indicated that there was 
virtually no “attrition,” practically the entire bulk 
of the maturing 2% federal securities absorbed in 
the flotation of the new issues. Both the new one- 
year 252% certificates of indebtedness and the three 
and a half year 2% % notes received an enthusiastic 
reception. 


It has been recognized for some time that the 
Treasury would be unable to refund maturing obli- 
gations except at a higher rate of interest. The proof 
of this is seen in the current flotation. The event 
has massive significance since there are now ap- 
proximately $84 billion in short-term federal obli- 
gations outstanding, which will have to be refunded 
as they approach maturity. Based on experience 
with the current new issues, it seems altogether 
likely that the Treasury will follow a policy of 
gradualism in its refunding operations, basing the 
rate offered on the closest possible approximation 
to going money market conditions. 


While this prospect is satis- 
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The Trend of Events 


proximately 40%-50% higher than in the most re- 
cent years. On this basis, the total increased cost of 
refinancing the maturing debt alone would be in the 
neighborhood of $500-$600 millions a year although 
the increase will be stretched over the next several 
years. This imposes an added strain at a time when 
the government is attempting to cut its expendi- 
tures. The added sums, of course, will have to come 
out of the pockets of the taxpayers, and, therefore, 
makes the problem of tax-cutting that much more 
difficult to solve. 


There has been a great deal of criticism of the 
Treasury for increasing the cost of servicing the 
debt but the objections hardly seem valid in the 
light of existing money market conditions. The facts 
are that as long as the government has not got the 
money to retire maturing obligations, they must be 
refunded at whatever rate must be paid to obtain 
the funds. It must not be forgotten that in a more 
or less free money market, the government like any 
other borrower has to pay the going rate. We must 
either accept this or go back to a managed credit 
system. The cost of that, as we learned over many 
years, is inflation. 


EXPANSION BOOM WILTS A 





factory from the standpoint 
of the efficacy of future Treas- 
ury refunding operations, 


is far less encouraging. This 
ls related to the considerably 
increased cost of servicing the 
debt arising from the higher 
Interest rates which must be 
paid. The cost of borrowing 
to the government is now ap- 





We recommend to the attention of our| LITTLE... While total outlays 
readers the analytical discussion of busi-| for new and modernized 
th : th | ieee mess trends contained in our column plants — and equipment — will 

ere 18 another aspect whic “What’s Ahead for Business?” This| reach a record total of about 
regular feature represents a valuable} $27.8 billion, it is already ap- 
supplement to Mr. A, T. Miller’s stock parent that the expansion 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 


boom which developed after 
the Korean war started, has 
reached its peak. Indications 
are that for the October-De- 
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cember quarter, expenditures will amount to about 
$7 billion, compared with $7.4 billion in the July- 
September quarter. Without acceleration of the rate 
of decline, total expansion expenditures for business 
and industry in 1954 would amount to $26 billion, 
a decline of about 6% but it is probable that. the 
drop will be even greater with the virtual ending of 
the government program of accelerated amortization 
and the approaching completion of stock-piling. 

After the enormous expansion of the past few 
years, a let-down seems inevitable and we have 
called attention to this prospect for some time. 
Nevertheless, it is worth taking a hard look at the 
record figure of $27.8 billion for plant expenditures 
in 1953. By far the greatest portion of this huge 
total was expended with long-range objectives in 
mind by the responsible business officials. As such, 
it should be construed as an expression of confidence 
in the economic future of this country in no way 
basically affected by current prospects of a tempo- 
rary halt to the rate of growth. 


MUST DIRECTORS BE STOCKHOLDERS? ... Whether or 
not directors should own stock in their companies 
has recently become a subject of discussion at stock- 
holders’ meetings. This arises from disclosure that 
a surprising large number of directors own very 
little or no stock at all in the companies on whose 
boards they serve. An interesting development along 
this front occurred when General MacArthur, chair- 
man of the board of Remington Rand, Inc. was 
singled out for criticism at the recent stockholders’ 
meeting for failing to own stock in his corporation. 

The General rejoined tartly stating that “the mat- 
ter was none of the stockholders’ business.” While 
such a dictum may be subject to dispute we believe 
that his undeclared assumption that the welfare of 
a business concern is only remotely connected with 
the size of stock ownership by directors is based on 
solid grounds. Therefore, we believe him to be right 
and his critics wrong. 

There is no doubt that stockholders’ confidence in 
their directors may be influenced to some degree by 
the size of the latters’ share holdings but this, in 
reality, is a sentimental consideration. Actually, the 
day has passed when company policies can be based 
to a large extent on the amount of stock held by 
individual directors. Today, directors belong to the 
managerial rather than owner class. Partly, this is 
due to the fact that ownership of securities, espe- 
cially of the typical large American corporation, is 
so widely spread that individual holdings are infi- 
nitesimal compared with the total outstanding stock. 
Obviously, this small percentage of stock held can 
swing very little weight in directors’ meetings. More 
important, however, is the fact that directors in 
modern times are selected on the basis of their 
specialized knowledge of corporate management. 
Quite often, they are technicians with wide experi- 
ence in specific branches of business and industrial 
operations. The typical director, therefore, is con- 
cerned mainly with problems of management and his 
success or failure is judged exclusively on the basis 
of performance in relation to his company’s progress 
or lack of it. If his company is successful, it makes 
almost no difference whether he owns stock in it 
or not. If the company is a failure, he—and his col- 
leagues—will be blamed for it, no matter how many 


thousands of shares of stock he or they may own. 


We think, therefore, that stockholders should 


judge their directors according to how well they : 


function and not according to the size of their stock. 
holdings. It may help the stockholder to understand 
that the typical director considers himself to be 
exercising three chief functions: first, he operates 
as a skilled official; second, as virtual] trustee in the 
behalf of thousands and tens of thousands of share- 
holders most of whom have no active interest in 
internal corporate conditions; and, third, as repre. 
sentative in the largest sense of the public in general, 
which includes shareholders, consumer and labor 
itself. It would not appear that in exercising these 
functions, the director is materially affected by his 
stockholdings. 


INTER-INDUSTRY COMPETITION ...In the face of 
consistent expansion in American industry over the 
past decade or more, several entire industries have 
been lagging due to the fact that their fundamental 
position has been weakened by the growing domi- 
nance of competitors. The most familiar example, of 
course, is the coal industry which is at an increasing 
disadvantage with such relatively cheaper products 
as petroleum, and natural gas, and as a result, has 
become afflicted by a long-term downtrend. 

Lumber is another illustration of an industry in 
difficulties as a result of being displaced in part by 
other products. This major industry has been bear- 
ing the brunt of considerable inroads by concrete, 
plastics and steel. As a result, employment has been 
falling for some years, especially in the Pacific 
Northwest. 

While production of lumber has increased in abso- 
lute terms, relatively it has fallen far behind in the 
past thirty years with consumption per capita about 
even on a per capita basis whereas real per capita 
disposable income has increased some 50%. Changes 
in type of building design and consequently, in the 
type of materials required, have been far-reaching. 
For example, the average dwelling unit now requires 
about 385% less board feet of lumber than three 
decades ago. Changes in style of design for furni- 
turne have also played a part, with plastics, steel and 
concrete competing heavily. 


ECONOMICS OF SCHOOL BUILDINGS... Over thirty 
million children of school age have just gone back 
to their classrooms, among them, sad to relate, sev- 
eral million beginners most of whom will be squeezed 
into already inadequate school buildings. Appar- 
ently, the enormous upward surge in population has 
caught responsible officials unaware, and it is ob- 
vious that greatly more will have to be spent on 
constructing new school buildings and improving 
old ones in the next few years, if even minimum 
requirements are to be met. It is estimated that a 
sound school building program will require the 
expenditure of at least $10 billion by 1960. This is 
probably an underestimate, as in the past five years 
alone, we spent about $9 (Please turn to page 000) 
alone, we spent about $9 billion for these purposes. 
With the school population growing ever more rap- 
idly, it is clear that we will have to step up expendi- 
tures on a scale much more substantial than even 
that of recent years. This, of course, is good news 
to the construction industry and the others allied to it. 
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As J See Jt! 


By JOHN CORDELL} 


WHAT DOES ADENAUER’S VICTORY MEAN? 


SS he United States government was very much 
heartened by the unexpectedly stunning victory of 
Chancellor Adenauer and his party of Christian 
Democrats in the recent West German elections. 
While optimism over the results is heightened 
because, 1n effect, the So- 
viets received a political 
drubbing, it must be tem- 
pered because we do not 
know which direction a 
resurgent and powerful 
Germany will finally 
take. 

The problem is how 
safely to harness the po- 
tential military and eco- 
nomic might of the new 
Germany into the service 
of the Western democra- 
cies. The most obvious 
course —to which our 
government is deeply 
committed —is to bring 
Germany into a_ fully 
functioning European 
defense system. How- . 
ever, the French who are 
the original advocates of 
the system, are now fear- 
ful less the dominant 
position in this grouping 
be occupied by their old 
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foe. Weakened by a mT 
chronically ineffective 

government, and harass- on 

ed both by economic & 

problems of the first zs 


magnitude and the debi- 
litating effects of the war 
In Indo-China, France 
finds herself in a position 
of distinct inferiority as 
compared with the poli- 
tically stable and eco- 
nomically expanding Germany. 

_ Nevertheless, the choice before France is quite 
limited. If it does not agree to enter the European 
defense system, it is a certainty that Germany will 
be invited into NATO. This poses a terrible dilemma 
for the French as the Germans, with a powerful 
army, would have much more freedom of action than 
if they were securely wedged into a European de- 
fense system. There is also the not inconsiderable 
factor that failure to act cooperatively from the 
American military viewpoint would cause France to 
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lose American support. Perhaps the new recom- 
mendation of the National Security Council to ex- 
tend an additional $385 million in military aid to 
France to enable her to more successfully wage her 
war in Indo-China will help her make up her mind 

While is it a cause for 
elation to the free world 
that West Germany has 
firmly decided in favor of 
the West, a special prob- 
lem has been posed for 
the United States as Ger- 
many will undoubtedly 
exact a stiff price for her 
allegiance. As soon as 
she rearms, which can- 
not now be prevented in 
any case, she will have 
enormous’ bargaining 
power as between Rus- 
sia and the United States. 
It must not be forgotten 
that the Soviets have a 
very large and valuable 
ace in the hole in the 
form of the East German 
territories which they 
annexed at the end of the 
war, and, more import- 
ant, controls the former 
German territories which 
the Poles now occupy. 
With Poland a mere 
pawn in the hands of 
Russia, it would not 
cause the Russians the 
slightest embarrassment 
to offer a return of these 
territories to the Ger- 
mans in exchange for a 
neutralized and unified 
Germany. This would be 
very tempting bait and 
difficult for the Germans 
to resist. We, of course, can counter by offering in- 
creased financial aid and other inducements but we 
might be forced to continue it indefinitely as long 
as the Russians were in a position to offer the Ger- 
mans something they all so deeply want. This is not 
a pleasant prospect for the American taxpayer 
but it might as well be faced, as we apparently have 
no alternative. 

While the victory of Adenauer is welcomed in the 
United States, we should look a little more deeply 
below the surface and (Please turn to page 746) 


—Dowling in the N. Y. Herald Tribune 
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Market in Major Testing Area 


Following a slight rally from the August 31 lows, pressure on the market was renewed 


toward the end of last week. It took the Dow industrial and rail averages to new lows 
on the downward cycle begun around the start of the year. The trend is clearly down- 
ward, although the extent of future decline may well be of moderate proportions. Con- 
tinue to hold adequate liquid reserves. Defer new buying. 


By A. T. MILLER 


pe he market spent most of the trading sessions 
of the last fortnight in a minor low-volume rally 
from the lows reached in the rather heavy wave of 
selling on August 31; but the rebound was quickly 
snuffed out, as has usually been so of September 
rallies in bear markets. Toward the end of last week 
the pressure was renewed, with trading volume 
expanding, although it remained fairiy moderate as 
judged by older standards of turnover. Rails, which 
have consistently paced the decline from the sum- 
mer recovery highs, were first to break through the 
August 31 lows into new low ground, followed by 


industrials. Utilities continued to meet relatively 
good support, holding not only above their lows of 
last June but also above the poorest levels of July. 

From the technical standpoint this seems a bear. 
market pattern, as indi¢ated by the now protracted 
series of lower and lower tops and bottoms on the 
recoveries and declines since establishment of the 
bull-market highs by the industrial and rail average 
last January and December, respectively. It might 
prove to be a moderate bear market, more compar- 
able with those of 1948-1949 or 1946-1947 than with 
that of 1937-1938. There are plausible reasons why 
it should—and conclusive reasons, we be- 
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MEASURING INVESTMENT AND SPECULATIVE DEMAND 


lieve, why it will not remotely compare 
with the debacle of 1929-1932. Yet the 
fact is that the ultimate scope of any bear 
market—or bull market—is unpredictable. 


Scope of Decline 

320 
Judging by all past experience, there 
_. is no reason to think it will end until the 
business recession, which it is anticipat- 
ng and which has barely started, is both 
well advanced and more largely dis- 
counted. Judged also by past experience, 
260 it will probably end before shrinkage in 
business does, and before there are any 
240 tangible signs that a reversal of the eco- 
nomic cycle is even in the making. The 
220 decline to date from the bull-market 
highs amounts to about 12% for the av- 
erage, around 17% for the rail average. 
That is considerable, with business still 
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which was mainly a mere matter of in- 
ventory adjustment rather than a general 
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In the 1946-1947 bear market, virtually 
all completed by the autumn of 1946, the 
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industrial average fell 23.3%, rails 
nearly 40%. That was on entirely mis- 
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tend with in weighing 
potentials. In | 20 
1937-1938 the industrial 
average declined about | 1% 
49%, rails over 70%, re- : 
sulting in wide damage to a 
earnings and dividends. 
Both industrials and a 
rails have definitely brok- | ,., 
en two technically signifi- 
cant support levels — the 280 
lows of June and the pre- 


election lows of October, 20 
1952. It is now fruitless 

to speculate where a sup- a0 
port-base, favoring more | 
than minor rallies, will uo 


develop, except to say that 
the chances for a sizable 
intermediate recovery in j00 
a downtrend market are 
nearly always much 
stronger around the year- % 
end than during the au- “i 
tumn months. 

By the end of last week 
the industrial average 
had given up roughly 
26% of all the ground 
gained in three and a half 
years of major advance 
from the mid-1948 bear- 
market low, the rail av- 
erage about 27%. Thus, 
the market has run well 
ahead of business in de- 
cline—but that is what it 
usually does. In 1937, for 
instance, the industrial average had fallen about 
35% before the decline in production became a clear- 
cut trend, amounting to over 10% from the high 
month. It had fallen about 24%, or twice the present 
decline to date, before production fell more than 5% 
and while business sentiment was still more opti- 
mistic than the reverse. Of course, the market might 
be over-pessimistic now, or verging on it; but there 
would seem to be far less chance than in 1946 that 
it is wrong in its general direction. It was wrong 
then in not allowing for the vast war-created 
vacuum in civilian goods to be filled, whereas there 
is now no such vacuum. We have now had a post- 
war industrial boom of unprecedented scope and 
duration. It is difficult to see what can keep it going, 
even though the weak spots so far visible are few. 

The soft goods industries remain near peak levels. 
So do employment and consumer income, although 
the statistics thereon lag to some extent behind 
events. Yet basic commodity prices, as well as the 
stock market, have long been indicating less favor- 
able economic weather ahead; and the production 
index does appear to have made a turn, even 
though slowly, from the peak of last March. More 
shrinkage appears to be heralded in the months 
ahead by current sales trends in the key automobile, 
steel and appliance fields; and by indications of a 
start on shrinkage in outlays for new plant and 
equipment in the fourth quarter. When the basic 
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significantly influenced by the behavior of the stock 
market. But when the position is even moderately 
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vulnerable, as it would seem today, market decline 
itself can give some impetus to the cycle by making 
business men more cautious and, hence, inclined to 
shorten sails. 


The Cushions 


You should guard against either laughing off this 
decline or being thrown into a panic by it. If you 
have followed our advices, you hold substantial 
liquid reserves, have pared down or disposed of 
speculative holdings heretofore and your stocks are 
mainly of good-grade. Your holdings of defensive- 
type income stocks have held up relatively well, and 
should continue to do so. More speculative stocks 
have generally taken a beating, and could take con- 
siderably more. The market as a whole, however, 
probably is not as defenseless as it has seemed to 
the naked eye in recent weeks of pressure; and 
neither it nor the economy are without cushions. 

Although it is impossible to say at what point it 
will be effective, the market is cushioned by the 
fact of long and general anticipation of business 
recession, as a result of which serious speculative 
vulnerability has been avoided. Typical industrials 
are selling at less than 9 times indicated 1953 earn- 
ings, with averages yields over 6%. Both figures 
represent definitely moderate appraisals, even 
though average yields generally go above 6% before 
bear markets end, and even though price-earnings 
ratios have been appreciably under the present range 
at times in the postwar (Please turn to page 746) 
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Measuring Limits of Recession 


By THOMAS L. GODEY 


Most observers admit that business condi- 
tions are slipping past the crest of a boom, and 
that business activity will probably decline before 
it can be expected to rise much higher. 

Forecasters of the general business cycle have, 
of course, been wrong before. This time, however, 
the evidence on which they base their conclusion is 
compelling. Trends in individual sectors of busi- 
ness activity seem to be pointing almost unanimously 
downward. And these individual downward trends 
are occurring in an environment of rising debt, 
rising inventories, and intensifying competition for 
both domestic and foreign markets. 

Granting that the forecasters have added up their 
evidence correctly, one total question remains: 
under today’s conditions, will a downward trend 
stop with a “readjustment”, as in 1949; will it ac- 
cumulate into a “recession”, as in 1938; or must it 
spiral into the headlong collapse of a 1929-style 
“depression”? 

Assuming that a shift to some lower level of 
activity is inevitable, is the cumulative force of a 
decline as vicious as it was in 1929, or 1937? Has 
the past quarter-century of development and change 
made the business system less or more susceptible 
to prolonged dislocation? Is it now less or more 
flexible, better or worse balanced, less or more able 
to absorb local slumps without amplifying and 
spreading them? 

There is, of course, no easy answer to these ques- 
tions. It is true that over the past twenty-five years 
economists have gotten themselves much better 
equipped to describe what is happening to business 
conditions. They are also better able to measure the 
effects on individual industries of a change in the 
static framework of these conditions—such as in 
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tax rates or import duties. And they presume to 
measure, albeit very roughly, what may be the im- 
mediate effect of a change in a dynamic element of 
business activity, such as personal income. But the 
complex and highly interrelated changes in hun- 
dreds of economic variables that form the heart 
of the business cycle still defy the best efforts of 
economic theorists, as well as of business forecasters. 
Without an acceptable explanation of what hap- 
pens during a business cycle it is difficult to talk 
about an economic system having become less sensi- 
tive or more sensitive to the cycle effect. Neverthe- 
less, there is considerable evidence that in various 
ways which affect the strength of the business cycle 
the American economic system is now significantly 
different from what it was in the ’thirties. More- 
over, virtually all the evidence suggests that these 
changes have made the system less, rather than 
more, sensitive. Some of them seem to have made a 
severe decline in production less likely. Others have 
made for a smaller effect on incomes for each per- 
centage decline in production. Still others suggest 
that spending will be less affected by a decline in 
income than it used to be. Some changes affect 
specific areas of the economy that were once hyper- 
sensitive to recession: capital goods demand, or 
demand from the farmer, or inventory demand. 
Finally, an important revision has been made in the 
relationship of the business system to society as a 
whole: in all probability, prompt and positive 
counter-measures would now be taken by govern- 
ment in the event that the business system appeared 
headed toward a violent spasm of unemployment. 
Among the major reasons for thinking that a 
downward trend in business is likely to be arrested 
far short of a 1929-type depression is the growth 
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in the role of government. In 1929, government 
purchases amounted to about 9% of the nation’s 
total output of goods and services; at mid-1953 they 
amounted to over 22% of total output. Even assum- 
ing that defense expenditures were to decline to 
about $40 billion annually from their present $53 
billion rate, total government (including federal, 
state and local) expenditures would still take about 
twice the share of total output that they did in 
1929. 

In any recession, this enlarged area of govern- 
ment is likely to be a pronounced dampening factor. 
The reason is clear enough: government activity is 
planned far in advance, and does not contract with 
general business activity. In 1929, about one-tenth 
of the demand for total output could be counted 
upon not to disappear when recession appeared. 
Now about one-fifth of output is isolated from the 
withering effect of the business cycle. 

This is, of course, only the bare bones of the 
effect of the growth of government on the business 
cycle. In addition to growing, the government has 
assumed a number of new responsibilities which, 
however, desirable or undesirable they may be on 
other counts, have clearly reduced the sensitivity 
of the economy to recession. Among these new 
responsibilities is a direct mandate, formalized in 
the Employment Act of 1946, to help prevent exag- 
gerated fluctuations in the non-government sector. 
Federal financial operations, which now involve 
more dollars than ever before (excepting only the 
peak of World War II) will, in all probability be ad- 
justed to forestall or lessen a decline in private 
activity, even if the result is to create a further 
addition to the Federal debt. 

A large group of such “contracyclical’” govern- 
ment activities is already imbedded in the law, and 
many of them are so nearly automatic as to be 
called “built-in stabilizers”. The most important of 
these is the tendency of government accounts to 
move inversely with the business cycle: to show 
a deflationary surplus (i.e., a withdrawal of funds 
from the economy) during boom periods, and an 
inflationary defiicit (i.e., an addition of funds to the 
economy) during recession. This mechanism oper- 
ates apart from any make-work government spend- 
ing. When recession deepens, incomes and corporate 
profits decline, and the tax base goes down. As a 
result, government tax re- 


public works would very possibly be instituted, even 
by a Republican administration. (One of the pro- 
jects on which Professor Burns and his Council of 
Economic Advisers are already at work is a list 
of such public works, which can be activated when 
necessary to prevent the further accumulation of a 
recession.) However one may feel about the prob- 
lem of big government, it remains true that the 
growth of government functions, and the assump- 
tion of partial responsibility by the government for 
the level of economic activity, have unquestionably 
reduced the likelihood of severe and prolonged re- 
cession. 

Outside the area of direct government participa- 
tion, there have been equally impressive changes 
in the character of the American economy. Since 
1929, the key consumer sector, which absorbs be- 
tween two-thirds and three-quarters of all output, 
has undergone a change so radical that it is often 
referred to as a “bloodless revolution”. The combi- 
nation of full employment, an extraordinary steep- 
ening of the personal income tax scale, the mini- 
mum wage law, unemployment insurance, veterans’ 
benefits and disability payments, the relative growth 
of employment in the higher-paid durables indus- 
tries, and a host of other factors, have produced a 
profound shift in the distribution of income. Con- 
stant saving is now characteristic of the average- 
income family, where it was a rarity twenty-five 
years ago. And since the full employment and the 
saving have been going on for some time, accumu- 
lations of assets have also spread widely through 
the whole income range. A change in consumer 
expectations would no longer produce the total 
collapse of buying that occurred in the early ’thirties. 

It is generally agreed that after business activity 
and incomes had fallen to a certain level in the 
Great Depression, a further sharp decline was caused 
by collapse of the nation’s credit and banking struc- 
ture. The possibility of such a monetary collapse 
today is remote. The nation’s financial structure has 
been stabilized and made insensitive by the prepon- 
derant weight of government participation in 
money markets. 

Whereas in the early ’thirties the money supply 
was represented chiefly by private short-term debt 
instruments, it is today backed largely by long- 
term obligations, and a much larger share of long- 








ceipts fall, while government [200 
spending does not, and the 
consequence is a presumably 
“inflationary” deficit. 

The deficit can, and prob- 
ably would, be made bigger 
and hence more inflationary 
by a number of added de- 
vices. Reduction in tax rates 
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would supply a business stimu- 
lus by adding further to the 
deficit. Unemployment insur- 
ance payments would rise as 
employment falls. Workers 
over 65 years old would lose 
their jobs, leave the labor 
force permanently, and _ be- 
come eligible for social secu- 
rity. Finally, if none of these 
were to dampen the rate of 
recession sufficiently, deliber- 
ate contracyclical spending on 
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term debt is funded. (Residential mortgage debt, 
which also fell of its own weight in the depression, 
is also largely on an amortizing basis.) 

The character of the American banking system 
has changed from a lending system to an investing 
system, with much of the investment guaranteed by 
the government. The Federal Deposit Insurance Cor- 
poration similarly guarantees private deposits. 
Regulation of exchanges, limitations on margins, 
and even limits on daily price changes in major 
commodities, have reduced speculative activity, and 
hence loans for speculative purposes. And the over- 
whelming presence of the Federal debt; together 
with the controls available to the Federal Reserve 
System, has made it possible for the government to 
raise or lower money rates, as it sees fit. 

Business itself has developed practices, during the 
postwar years, which should help to alleviate its sen- 
sitivity to recession. Inventory control plans are 
now more effective and widespread than they were 
fifteen years ago. Capital budgeting techniques are 
in use in a majority of large corporations. Many of 
the nation’s industrial giants have recently an- 
nounced long-term expansion plans which they claim 
are immune to the business cycle—that is, they in- 
tend to make the expenditures for new plant and 
equipment regardless of the short-term course of 
business conditions, A large number of big and 
medium-sized companies in highly cyclical indus- 
tries have diversified their output to increase their 
stability. Others have developed plans to reduce 
fluctuations in their operations and employment by 
scheduling major maintenance programs for slack 
production periods. 

Finally, one formerly hyper-sensitive area — the 
agricultural sector—has undergone so radical an al- 
teration that it may have become a bulwark against 
recession, rather than a contributor to it. While 
farm prices and farm incomes have been subjected 
to a persistent decline over the past two years, a 
look at the balance sheet position of the American 
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Data on Past Recessionary Periods 





Gross Gross Whole- 








(1)}—Index numbers, 1935-1939—100 Federal Reserve. 
(2)—Billions of dollars. Dept. of Commerce. 

(3)}—Billions of 1939 dollars. Dept. of Commerce. 

(4)—Index numbers, 1926—100 (old series). Bur. of Labor Statistics. 


and assuming that the rate of decline in the other vari- 
ables would bear somewhat lower relation to the de- 
cline in production than they did in 1937-1938. 





Industrial —_- Personal Personal Nat’! Nat’! sale 

Production Income Spending — Product Product Prices 
ve 0M (2 (2 (3) (4) 
See 110 85.1 78.8 103.8 85.9 95.3 
ar 58 49.3 49.2 58.3 61.9 64.8 
% change .—47 —42 38 --44 —28 —32 
I 113 74.0 67.1 90.2 87.9 86.3 
Lee 89 68.3 64.5 84.7 84.0 78.6 
% change .—21 — 8 —4 — 6 —4 —9 
ID osscabnstos 203 171.9 123.1 215.2 153.4 105.8 
eee 170 i Bd 146.0 211.1 138.4 121.1 
% change .—16 -+ 3 +19 —2 —10 +14 
1948 ...........: 192 209.5 177.9 259.0 143.5 165.1 
ee 176 205.1 180.2 257.3 143.5 155.0 | 
% change .— 8 —2 +1 i — 6 
Recent level.. 240 285 230 372 180 170 
Coming 
Trough?........ 210 273 224 354 176 161 


Bottom line: Estimates, based on a one-eighth decline in production, | 
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farmer is reassuring. Farmers’ assets, both phy. 
sical and financial, are close to all-time highs. The 
relationship of their short-term and long-term (prin. 
cipally mortgage) debt to their assets is strikingly 
low by prewar comparisons. Their net equity in 
their farms, even after adjustment for the declining 
purchasing power of the dollar, is several times 
what it was fifteen years ago. (Since farm popu- 
lation has been declining steadily since before the 
war, per capita farm wealth has grown even more 
rapidly.) The farm price support mechanism, which 
more or less guarantees the purchasing power of 
farm crops, has persisted through a decade when 
it was not needed, and there is little reason to think 


that the mechanism will be discarded or suspended 9 


at a time when it may be needed. 


In addition to these changes in the structure of » 


the American business system, some weight should 
be given to the current and prospective trend of 
one of the basic sources of economic activity—popu- 
lation. Since the end of the war, the U. S. birthrate 
has run at prodigious levels, and the total popula- 
tion has been increasing at almost double the rate 
of the 1930’s. Current projections of the Census 
Bureau suggest a population growth of over 2.5 
million persons per year over the remainder of the 
1950’s. Toward the close of the decade the increase 
in population may actually accelerate, since the 
rate of marriages and new family formations will 
probably be rising. (Family formations have been 
trending downward in the late postwar period, re- 
flecting a relatively small number of persons com- 
ing of marriageable age. This in turn reflects the 
low birthrate that prevailed during the depressed 
early ’thirties.) 

All of this makes a respectable case for the thesis 
that a deep and prolonged depression, 1929-style, 
is no longer at all likely. However clearly downward 
the prospective business trend may be, the sub- 
structure of business conditions seems to be sub- 
— more secure than it was in 1929, or even 

The accompanying table suggests the extent to 
which changes in this substructure may have altered 
the nature of the business cycle, and its cumulative 
power. In the years of the Great Depression, the 
violent decline in production—amounting to about 
47% —was almost matched by the decline in personal 
income, which came to about 42%. And, in turn, 
the decline in income was almost equaled by the 38% 
decline in personal spending. It was this relatively 
rapid decline of incomes and demands, as production 
fell, that gave the 1929-1932 collapse its viciously 
cumulative effect. 

By 1937, alterations in the structure of the cycle 
had already become apparent. While production de- 
clined exceedingly rapidly—in fact, at a more rapid 
rate than at any time during the Great Depression 
—the decline in incomes was only about two-fifths as 
fast, and the decline in personal spending was only 
half as fast as the decline in income. 

By 1948 the relation between production, income 
and spending had departed still further from the 
1929 pattern; the decline in income was only one- 
quarter as fast as the decline in production, and 
spending actually increased slightly. (Because back- 
logs in certain durables goods industries persisted 
in 1949, only limited significance can be attached to 
this increase. For the same reason, the 1945-1946 
decline in production was accompanied by a large 
increase in personal (Please turn to page 748) 
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PART II By WARD GATES 


Note: In the first part of this article, we analyzed 
the basic earnings trends of the major companies 
from a general viewpoint with illustrations from the 
first twenty-five companies listed alphabetically in 
the table (see next page for continuation). In Part 
II, we will touch on the earnings trend affecting the 
remaining twenty-five companies, together with a 
general analysis of the factors which have had a 
bearing on the financial trends, especially the liquid- 
ity, of the entire group. 


Y), our discussion of earnings trends we have 
seen that fluctuations in profit margins were almost 
uniform as to direction and time from the end of the 
war to date. They increased generally from 1946 to 
1948, declined moderately in 1949, advanced to sub- 
stantially new peaks in 1950 (mainly on account of 
the great rise in prices from the start of the Korean 
war in June until the end of the year and have, since 
again declined, mainly owing to the increase in cor- 
poration taxes since 1951. The steel strike last year 
also had an effect on steel and steel-consuming in- 
dustries. 

At the present, profit margins, with numerous ex- 
ceptions, are about where they were in 1946. How- 
ever, sales levels have risen so rapidly since the end 
of the war that most companies have been able to 
enjoy substantially higher earnings despite the 
lower profit margin per unit dollar of sales. To a 
very large extent, therefore, the ability of these 
companies to retain a large portion of their post- 
war earning power depends on success in future 
years in maintaining a reasonably high volume of 
Sales. A factor of great importance, of course, as 
stated in Part I, will be the beneficial effect of any 
future cut in corporation taxes. 

Of the twenty-five companies listed in the accom- 
panying tabulation, the following had the most uni- 
form and successful record as to net profit margins: 
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Johns-Manville, Monsanto Chemical, National Lead, 
Socony, Southern Pacific, Standard Oil of New Jer- 
sey, Union Pacific and Westinghouse. Companies 
with a typically stable profit margin were: Pacific 
Gas, Sears Roebuck and Woolworth. The considera- 
tions are different in each of these cases and, as 
such, offer an interesting example of the reasons for 
the varying ratio between sales and profit margins. 
In the case of Sears, Roebuck, an increase of $1.3 
billion in annual sales between 1946 and 1952, to a 
considerable degree absorbed the impact of higher 
taxes in the period 1951-1952. In 1952, a decline in 
the profit margin to 3.7% as a result of high taxes 
was completely compensated for by the much higher 
sales for the period. Higher sales, in this case, of 
course were largely due to expansion of the com- 
pany’s outlets as well as to higher prices. 

In the case of Pacific Gas, we have an example of a 
virtually unchanged profit margin in the years fol- 
lowing the end of World War II despite an 85% in- 
crease in gross revenues. Normally, the higher rev- 
enue volume should have resulted in an increase in 
earnings but the inability of the company to secure 
adequate rate treatment, except in comparatively 
recent times, resulted in a static net income as costs 
were advancing steadily throughout this period. 
With the new rate increases now in effect, however, 
the Pacific Gas profit margin should widen. 

In the case of Woolworth we have the example of 
a company with a depreciated profit margin at the 
same time that sales failed to increase at a satis- 
factory rate. The result has been a rather static per- 
formance as to earnings which, in fact, are some- 
what lower on a per share basis than they were in 
the earlier part of the post-war period. Nevertheless, 
owing to its extremely efficient management, the 
company has managed relatively to hold its own in 
a very trying period for this type of business. 

It is worth examining the tables (including the 

(See tables on pages 708 & 709, 
then please turn to page 749) 
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Post-War Record of 50 Leading Companies 

































































Ist Half 
1946 1947 1948 1949 1950 1951 1952 1953 

JOHNS-MANVILLE—Sales (mil. $).............. $ 92.0 $ 133.8 $ 173.4 $ 162.5 $ 203.2 $ 238.0 $ 244.7 $ 123.4 
Net Profit Margin (%) Bes 6.3 7.0 8.9 8.8 11.2 10.3 9.2 9.2 
Earnings Per Share ($) 2.01 3.17 5.22 4.83 7.22 7.75 7.14 3.58 
Dividends Per Share ($) 1.16 1.40 2.00 2.50 3.50 4.25 4.25 1.50 
Working Capital (mil. cite 24.6 26.9 35.1 27.7 32.4 27.9 27.9 
ce eo by ad eee 20.1 20.3 25.3 22.5 24.4 22.3 18.0 

KENNECOTT COPPER—Sales (mil. $).......... 155.2 317.0 348.1 346.3 396.8 451.1 471.5 256.1 
Net Profit Margin (%) sae 14.8 28.9 26.9 19.3 22.2 20.2 18.2 17.6 
Earnings Per Share ($).............. : 2.13 8.49 8.67 4.45 8.15 8.44 7.96 4.19 
Dividends Per Share ($).............. 2.50 4.00 5.00 4.00 5.50 6.00 6.00 2.50 
Working Capital (mil. $).. ; 209.9 252.3 278.7 247.5 248.6 262.3 268.8 
iinuiaity (96) (*)....................... : 72.3 76.2 78.7 68.3 69.0 68.1 68.9 

MONSANTO CHEMICAL—Sales (mil. $).... 99.5 143.4 161.6 165.9 227.1 272.8 266.7 175.2 
Net Profit Margin (%).............. : 10.1 10.8 11,1 10.3 MS 8.6 8.6 7.7 
Earnings Per Share ($).............. : 2.37 3.59 3.95 3.74 5.37 4.70 4.29 2.51 
Dividends Per Share ($)............ ; 1.08 2.00 2.00 2.00 2.62 2.50 2.50 1.25 
Working Capital (mil. $).. 61.3 38.7 51.9 59.9 88.1 63.8 110.9 
Riepebetity (96) (*), ............cseeseeee ‘ 56.1 24.0 25.5 35.8 50.5 34.3 35.4 

MONTGOMERY WARD-—Sales (mil. $)........ 974.2 1,158.6 1,211.9 1,084.4 1,170.4 1,106.1 1,084.5 507.0 
Net Profit Margin (%)................ 4.3 5.1 5.6 4.4 6.3 4.9 4.5 
Earnings Per Share ($).............. F 6.29 8.86 10.28 7.13 11.19 8.14 7.41 
Dividends Per Share ($)............ , 3.00 3.00 3.00 3.00 4.00 3.00 3.00 2.00 
Working Capital (mil. $)............ 333.1 366.6 412.9 456.4 504.2 539.1 568.6 
EN TD (a en ev 16.6 10.8 16.9 23.6 30.5 37.1 37.1 

NATIONAL DAIRY PRODS.—Sales (mil. $) 742.4 897.3 986.4 897.6 906.6 1,038.4 1,141.2 612.4 
Net Profit Margin (%)................ 3.4 2.5 2.5 3.7 3.6 2.5 2.4 2.4 
Earnings Per Share ($)................ 4.05 3.68 4.03 5.26 5.14 4.07 4.22 2.31 
Dividends Per Share ($).............. 1.65 1.80 1.80 2.20 2.80 2.90 3.00 1.50 
Working Capital (mil. $)............ 97.9 90.2 116.0 124.0 123.1 148.6 169.7 
RR OOD Diyas csncsavsssceseacanes 18.6 19.9 26.5 32.1 22.5 20.0 17.4 

NATIONAL LEAD—Sales (mil. $)................ 167.4 268.0 320.4 257.4 342.7 389.9 358.0 217.9 
Net Profit Margin (%)................ 57 4.5 4.1 5.7 re 59 6.4 6.3 
Earnings Per Share ($)................ 1.15 1.09 1.15 1.29 2.41 2.05 2.06 1.13 
Dividends Per Share ($).... .50 66 41 1.08 1.33 1.41 1.45 65 
Working Capital (mil. $).. 55.8 60.2 63.7 62.5 75.0 67.5 67.4 82.7 
Rbagshataty (96) CP) oic.0kca--seceevessoeee 38.4 27.0 119 32.1 35.8 35.1 29.5 24.0 

NATIONAL STEEL—Sales (mil. $)................ 239.7 328.9 436.5 424.8 537.0 618.4 548.6 339.8 
Net Profit Margin (%)................ 8.5 8.1 9.1 9.2 10.7 7.3 6.8 7.1 
Earnings Per Share ($)................ 3.05 4.01 5.45 5.34 7.88 6.16 5.11 3.28 
Dividends Per Share ($).............. 1.08 1.33 1.66 1.83 2.85 3.00 3.00 1.50 
Working Capital (mil. $)............ 76.4 73.3 98.1 129.0 161.2 158.8 145.1 MA 
Sbeapheeety 190) C7) .....:...00.55600.58050 59.8 44.2 46.2 58.1 55.1 57.9 Sia 

PACIFIC GAS & ELEC.—Revenues (mil. $).. 167.8 184.3 204.2 217.2 237.4 279.4 313.9 
Net Profit Margin (%)................ 15.1 13.6 13.4 12.7 15.9 13.2 15.0 
Earnings Per Share ($)................ 2.72 2.45 2.43 2.02 2.48 2.04 2.30 
Dividends Per Share ($).... 2.00 2.00 2.00 2.00 2.00 2.00 2.00 
Working Capital (mil. $).. 14.3 42.0 27.0 (d) 5.5 31.1 (d) 19.4 (d) 9.9 
Rhegeehetaty (9G) AF) .......0.00000000000000. 57.0 59.7 49.2 38.5 60.0 30.3 43.6 

PHILLIPS PETROLEUM—Sales (mil. $).......... 220.0 298.3 487.1 486.4 532.9 610.0 720.5 370.2 
Net Profit Margin (%)................ 10.2 13.7 14.9 9.1 9.6 12.0 10.4 9.2 
Earnings Per Share ($)...............- 2.30 3.38 6.00 3.68 4.24 5.11 5.17 2.34 
Dividends Per Share ($).............. 1.00 1.25 1.50 1.50 1.75 2.30 2.40 1.30 
Working Capital (mil. $)............ 44.5 64.2 72.8 87.2 93.6 86.1 |: jy eres 
Liquidity (%) (*) ..........:::esee 33.7 35.1 19.1 33.1 34.6 25.6 | re 

RADIO CORP. OF AMER.—Sales (mil. $).... 148.1 219.4 243.8 268.6 415.0 376.4 445.6 410.6 
Net Profit Margin (%)................ 4.6 6.0 6.7 6.3 7.9 5:2 4.6 4.4 
Earnings Per Share ($)...........-..+. 56 1.12 1.50 1.58 3.10 2.02 2.10 1.18 
Dividends Per Share ($).... .20 .20 30 50 1.50 1.00 1.00 50 
Working Capital (mil. $).. 74.6 79.7 87.3 96.5 130.9 172.7 204A es 
Liquidity (%) (*) .........-:::seeee 25.6 26.9 31.7 35.8 33.3 34.4 38.8 

REPUBLIC STEEL—Sales (mil. $)..............+ 412.7 645.3 766.4 651.9 881.7 1,052.7 918.4 602.1 
Net Profit Margin (%) ; 3.8 4.8 6.0 7.0 7.2 S2 4.8 47 
Earnings Per Share ($)................ 2.53 5.17 7.61 7.54 10.53 9.03 7.21 4.72 
Dividends Per Share ($).............. 1.00 2.00 2.25 3.00 4.25 4.00 4.00 2.00 
Working Capital (mil. $)............ 128.3 124.5 148.6 156.0 163.4 164.2 Meee) Avie 
Liquidity (%) (*) ........:ccceeeeee 34.6 31.7 29.1 33.3 33.8 32.2 1. | 

SEARS, ROEBUCK & CO.—Sales (mil. $)..... 1,612.5 1,981.5 2,295.9 2,168.9 2,556.3 2,657.4 2,932.3 1,504.9 
Net Profit Margin (%)................ 6.2 5.4 5.9 49 5.6 4.2 3.7 . 
Earnings Per Share ($)...... 4.24 4.56 5.80 4.58 6.08 4.73 456 ~—...... 
Dividends Per Share ($).... 1.75 1.75 2.25 2.25 2.75 2.75 2.75 1.00 
Working Capital (mil. $).. 295.0 330.7 375.7 411.5 469.3 687.5 yi) ne 
Liquidity (96) (*) ...............s..000- 29.2 22.6 33.8 32.2 33.1 23.0 17.3 
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(*)—Ratio between cash and marketable securities and current assets. 
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Post-War Record of 50 Leading Companies (Continued) 





























































































Ist Half 
1946 1947 © 1948 1949 1950 1951 1952 1953 
SOCONY-VACUUM OlL—Sales (mil. $)...... 810.7 1,028.6 1,326.5 1,226.6 1,367.1 1,528.5 1,560.5 792.9 
Net Profit Margin (%)................ 73 9.4 10.0 8.0 9.3 10.5 10.9 11.1 
Earnings Per Share ($)....... 1.87 3.13 4.18 3.09 4.03 5.08 4.89 2.51 
Dividends Per Share ($)..... 75 1.00 1.00 1.10 1.35 1.80 2.00 1.00 
Working Capital (mil. $) 266.0 265.6 270.3 285.2 314.5 348.6 463.0 
Giesasetty (96) CF)... cicevessecsessecse 35.7 26.5 18.8 18.0 29.6 32.2 40.6 
SOUTHERN PAC. CO.—Revenues (mil. $).. 484.8 529.0 587.4 537.5 598.2 647.6 700.3 351.1 
Net Profit Margin (%)................ 5.2 6.3 6.5 a7 8.6 7.1 8.8 8.7 
Earnings Per Share ($)................ 3.35 4.43 5.13 4.33 6.69 5.81 7.09 3.39 
Dividends Per Share ($) ............. 2.00 2.00 2.25 2.50 2.75 2.75 2.87 1.50 
Working Capital (mil. $)............ 102.5 89.6 101.7 85.6 113.4 122.9 130.5 98.1 
Liquidity (%) (*) .................... 60.0 57.1 55.1 56.7 60.2 53.9 66.5 56.9 
feranoeo OIL OF CALIF.—Sales sae 9. 372.7 530.1 735.7 742.5 815.6 975.3 1,015.3 518.3 
Net Profit Margin (%)... 17.9 20.2 21.9 18.5 18.4 17.7 17.1 17.6 
Earnings Per Share ($)................ 2.57 4.12 5.91 4.74 5.26 6.05 6.07 3.19 
Dividends Per Share ($).............. 1.15 1.60 2.00 2.00 2.50 2.60 3.00 1.50 
Working Capital (mil. $) 90.3 103.2 171.8 237.8 189.9 232.4 235.1 
Liquidity (%) (*) Ae 20.2 209 18.5 18.4 17.7 17.1 
STANDARD OIL OF IND.—Sales (mil. $)... 650.6 910.7 1,236.9 1,158.1 1.302.9 1,539.1 1,592.1 834.8 
Net Profit Margin (%)................ 8.1 10.4 11.3 8.8 9.4 9.6 7A 6.5 
Earnings Per Share ($)................ 4.42 6.21 9.16 6.72 8.09 9.71 7.81 3.56 
Dividends Per Share ($)..... 1.75 2.00 2.12 2.00 2.00 2.25 2.50 1.25 
Working Capital (mil. $)... 189.9 196.2 197.5 269.2 304.7 323.4 412.2 
Sige (GO) OD: oncesceccascepscsisese 41.4 29.4 25.4 35.3 37.7 39.5 41.1 
STANDARD OIL OF N. J.—Sales (mil. $)..... 1,622.3 2,354.9 3.300.7 2,891.9 3.134.5 3,785.9 4,050.8 1,997.1 
Net Profit Margin (%)................ 10.9 11.4 11.0 9.3 13.0 13.9 12.8 13.0 
Earnings Per Share ($)................ 3.25 4.91 6.22 4.46 6.74 8.72 8.58 4.31 
Dividends Per Share ($)............ 1.54 2.00 1.00 2.00 2.50 4.12 4.25 2.00 
Working Capital (mil. $)... 230.0 178.9 64.7 267.4 248.7 280.8 379.5 
Bicsuieltty (96) (FP)... <0 2. -0.:0escsese-« 52.0 42.3 35.1 44.4 52.0 54.0 53.4 
TEXAS COMPANY-—Sales (mil. $) ............ 586.5 819.2 1,080.8 1,077.2 1,248.5 1,416.8 1,510.0 757.2 
Net Profit Margin (%).............. 12.1 12.9 15.3 12.3 11.9 12.6 12.0 11.3 
Earnings Per Share ($)................ 3.16 3.95 6.01 4.82 5.41 6.50 6.59 3.13 
Dividends Per Share ($).............. 1.25 1.50 1.50 1.87 3.25 3.05 3.00 1.50 
Working Capital (mil. $)......... : 231.0 363.7 357.1 321.1 346.2 385.7 464.1 
Liquidity (%) (*) 46.1 49.9 40.3 34.6 35.8 32.7 33.6 
UNION CARBD. & CARBN.—Sales be 9 414.9 521.8 631.6 585.7 758.2 927.5 956.9 528.1 
Net Profit Margin (%)... : 13.7 14.5 16.2 15.7 16.3 11.2 10.2 09 
Earnings Per Share ($)..... 3.03 2.66 3.55 3.20 4.31 3.61 3.41 1.82 
Dividends Per Share ($) 1.00 1.25 1.66 2.00 2.50 2.50 2.50 1.00 
Working Capital (mil. $)..... 176.6 275.7 231.0 223.9 251.5 232.5 261.7 
Liquidity (%) (*) o.oo cccceecccee 44.1 53.1 44.4 42.5 49.9 41.9 27.1 
UNION PACIFIC—Revenues (mil. $).......... 361.3 410.0 437.5 398.8 465.2 505.1 520.2 250.8 
Net Profit Margin (%)................ 8.4 13.2 15.4 12.4 15.0 13.6 13.2 12.1 
Earnings Per Share ($)................ 5.95 11.35 14.24 10.26 14.28 14.59 14.56 6.42 
Dividends Per Share ($).............. 3.00 3.00 6.50 6.00 5.00 6.00 6.00 4.75 
Working Capital (mil. $)............ 199.3 117.0 99.5 96.0 96.0 92.2 117.2 97.4 
Alestenthy (96) CP) «55 c05 5c. 0.<.sc0.0s00 63.9 62.6 57.7 57.6 51.9 45.0 55.7 49.4 
U. S. RUBBER—Sales (mil. $)............0..0...... 496.1 581.9 573.0 518.1 696.5 837.9 851.1 453.8 
Net Profit Margin (%)................ 4.6 3.7 3.5 2.9 3.5 3.6 3.3 3.2 
Earnings Per Share ($)................ 3.41 3.13 2.82 1.87 3.68 4.76 4.33 2.23 
Dividends Per Share ($).............. 1.00 1.33 1.66 1.00 1.66 2.00 2.00 1.00 
Working Capital (mil. $)............ 118.4 170.1 172.0 167.9 167.9 177.0 206.2 227.0 
Rigusdiny (96) (*) ..........<.-:-<:05000-. 13.7 25.1 19.3 25.3 21.6 19.9 20.1 16.0 
U. S. STEEL—Sales (mil. $)....................0.. 1,485.6 2,116.5 2,473.7 2,293.2 2,947.3 3,509.7 3,131.7 1,920.1 
Net Profit Margin (%).... 5.9 6.0 5.2 7.2 7.3 5.2 4.5 5.4 
Earnings Per Share ($) 2.42 3.90 3.99 5.39 7.29 6.10 4.54 3.54 
Dividends Per Share ($).............. 1.33 1.66 1.66 2.25 3.45 3.00 3.00 1.50 
Working Capital (mil. $)............ 629.0 548.6 469.5 483.8 441.8 334.9 326.5 302.8 
Liquidity (%) (*)......... ‘3 55.8 54.6 45.0 42.6 43.8 46.1 31.8 
WESTGHSE. ELECTRIC—Sales (mil. $) 372.0 814.6 970.6 945.6 1,019.9 1,240.8 1,454.2 780.4 
Net Profit Margin (%)............... 2.3 5.9 5.4 7.1 7.6 5.2 4.7 45 
Earnings Per Share ($) 51 3.58 3.88 4.95 5.36 4.30 4.23 2.19 
Dividends Per Share ($).............. 1.00 1.25 1.25 1.40 2.00 2.00 2.00 1.00 
Working Capital (mil. $)......... ” 331.2 392.0 399.9 419.5 455.8 455.2 553.2 
icsuidity (96) (*):........:-s...<c00ce0e0 15.8 24.0 21.4 36.4 34.6 22.5 30.3 
WOOLWORTH (F. W.) CO.—Sales (mil. $).. 552.3 593.3 623.9 615.6 632.1 684.1 1)! 
Net Profit Margin (%)................ 7.3 7.0 6.9 6.0 5.8 45 44 
Earnings Per Share ($) ............... 4.12 4.32 4.48 3.83 3.83 3.22 3.25 — 
Dividends Per Share ($)............. 2.10 2.50 2.50 2.50 2.50 2.50 2.50 1.50 
Working Capital (mil. $)............ 108.2 118.8 118.6 107.4 103.5 100.5 eo 
Liquidity (96) (*) ..............-..0-0 53.8 50.4 48.4 38.9 26.8 35.5 27.0 
YOUNGSTN. SHEET & TUBE—Sales (mil. $) 216.2 306.1 378.0 334.8 403.9 483.7 434.2 280.3 
Net Profit Margin (%)...............- 65 72 9.4 9.4 10.0 6.3 5.2 5.3 
Earnings Per Share ($)............-.-. 4.25 6.65 10.66 9.49 12.12 9.15 6.84 4.46 
Dividends Per Share ($).............. 1.50 2.00 2.50 3.00 3.50 3.00 3.00 1.50 
Working Capital (mil. $)............ 109.8 119.5 149.0 166.9 177.9 177.3 170.7 
COT ET 2) eee ee 53.2 47.4 50.7 58.2 57.2 56.5 48.5 
(*)—Ratio between cash and marketable securities and current assets. 
a ————————————————— et sk eR eateries! = — 
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Kedecal Regulation of Business 


By WILLIAM H. CRAWFORD 


A new breeze is blowing through the offices 
of the various Commissions empowered by past Con- 
gresses to regulate business in one way or another. 
This new development has not yet received the atten- 
tion which it deserves. 

Few realize the extent to which the government 
has encroached on the domain of business manage- 
ment in the past half century and especially since 
the New Deal. While it cannot be said, in all fair- 
ness, that the existence of these regulatory agencies 
has not been justified—in fact, some of their func- 
tions arose as a result of past abuse by business— 
it is none the less true that in many ways both the 
statutes under which these commissions operate and, 
more particularly, the manner in which the laws 
are executed, long ago commenced to impede rather 
than expedite the course of business. 

Under the New Deal and Fair Deals, no attempt 
whatever was made to liberalize the interpretation 
of regulations by the agencies concerned. In fact, 
they exhibited the worst phases of a burgeoning 
bureocracy. Until the advent of the Eisenhower 
Administration, therefore, there was no chance to 
improve the situation. Now, however, the outlook 
has changed to a marked degree, mostly as a result 
of replacement of old officials with fixed and narrow 
ideas by more progressive types of administrators. 
While it is still too early to say that a marked 
improvement has occurred, nevertheless the first 
signs are already visible. 

A good example of how an impending change in 
high echelon personnel may influence decisions af- 
fecting business is the National Labor Relations 
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Board. Under the Truman Administration, this body 
operated pretty much as a political adjunct to Presi- 
dent Truman’s machine and leaned heavily on labor’s 
side in matters affecting the Taft-Hartley Act. With 
President Eisenhower about to appoint a third mem- 
ber—The Board is now split evenly between Demo- 
crats and Republicans—who presumably will be a 
Republican, there will be a swing away from labor 
in future decisions. 

With regard to the Securities and Exchange Com- 
mission, the dead hand which has lain so heavily on 
the administration of the law under which it oper- 
ates has recently shown some signs of relaxing. 
For example, the Commission has recently modified 
its rule governing the amount of information needed 
in prospectuses where stock is sold exclusively to 
employees of the issuer. It is hoped that this will 
result in a widening of liberalization and eventually 
include seasoned and active securities. No doubt, 
this would help facilitate financing through equities 
and as such would be a benefit to corporations seek- 
ing new funds. 

The Maritime Commission which has been operat- 
ing under a concept of extreme severity is now pre- 
paring to relax its attitude somewhat and has a new 
program underway under which several private 
operators would be enabled to purchase newly-built 
military cargo ships at reduced prices for the pur- 
pose of converting them into commercial passenger 
and freight use. 

First symptoms of the impending shift from State 
Socialism to an economy of free enterprise came 
early in the Eisenhower Administration when Sec- 
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retary of Commerce Sinclair Weeks, only 20 days 
after taking office, moved to dispose of the Inland 
Waterways Corporation, a Government barge line 
which was operating (at a loss to the taxpayers) 
in direct competition with private transportation 
systems. (The corporation was disposed of recently.) 

In the Interstate Commerce Commission, condi- 
tions are also improving in this notoriously dilatory 
Board and there has been an acceleration of change 
in just the past few months. Hearing examiners are 
moving with more alacrity, permitting less quibbling 
over technicalities, asking more pointed questions on 
the economic phases of the cases before them. In 
other words, they are trying to learn if objectors 
to a carrier’s request for a rate increase have valid 
objections, objections which outweigh the carrier’s 
plea. The examiners are approaching their task and 
writing their recommendations on the economics of 
the particular case rather than on the desire to 
please some Congressman or other political figure 
who may be bringing pressure to bear. Decisions 
which once took years are now being made in 
months, and in many cases without the procedure of 
protracted hearings. 

This improvement to a certain extent is also 
applicable to the other Federal regulatory agencies 
—among them the Federal Power Commission, Fed- 
eral Trade Commission, Civil Aeronautics Adminis- 
tration and Federal Communications Commission, 
some of which will be discussed at length as we 
move along. 


An Important Power Development 


Perhaps the most striking illustrations of changes 
taking place in the Federal policy picture lie in the 
Federal Power Commission, as well as in Secretary 
of Interior McKay’s recent declaration of the Gov- 
ernment’s electric power policy. The former has very 
distinctly revealed that it will swing away from a 
heretofore fixed (but not statutorily) rule that 5.5% 
to 6% should be the maximum earning of an inter- 
state gas or electric utility, while the McKay pro- 
nouncement definitely points up that the Adminis- 
tration has no desire to build a vast electric power 
empire that would eventually bring about the extinc- 
tion of the privately owned electric utilities. 

Two recent decisions of the FPC indicate that 
body is taking a more reasonable attitude toward 
the rate problems of long-distance gas transporters 
supplying mainly local gas distributing companies. 
The decisions concerned United Fuel Gas Co., a sub- 
sidiary of Columbia Gas System, Inc., and Texas Gas 
Transmission Co. United was allowed to hike its 
rates by approximately $10 million a year, and Texas 
Gas by around $8.5 million. Of great significance 
was the rate the two companies were told they could 
earn. United’s rate of return was set at 6.25%, while 
for Texas Gas it was set at 6%. 

These two rates of return are not startling in 
comparison with those earned by non-regulated in- 
dustries, but they very definitely are a “symptom” 
of changes in FPC thinking; they would indicate 
that the Commission is in agreement that the inter- 
state gas transporters must have an opportunity to 
get more capital for expansion, and nothing draws 
new venture capital better than a reasonable rate 
of return on investment. 

Contrast these two decisions with one of the Com- 
mission only a year ago when, after a four-year 
investigation of Colorado Interstate Gas Co., it 
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ordered the company to reduce its rates by $3.1 
million annually. The Commission asserted the com- 
pany would still earn a 5.75% return, then added 
insult to injury by declaring 5% would be “an ade- 
quate rate of return.” In another instance of just 
a year ago, the Commission ordered Northern Nat- 
ural Gas to institute rates which it estimated would 
give the company a 5.5% rate of return. 

It would now appear that the Commission is pre- 
pared to “puncture” the 5% to 5.5% ceiling for the 
gas transmission companies. This is not cause for 
wild jubilation, but certainly it is cause for hope 
that the Commission is thinking in terms of realities 
rather than in terms of low rates of returns which 
make financing for expansion purposes extremely 
difficult. 

This changed attitude on the part of the Commis- 
sion may well break a logjam of rate cases which 
have been before that body for as long as three or 
four years. This would allow for expansion over the 
next two years which is conservatively estimated 
at $191 million. 

Another “straw in the wind” is seen in testimony 
of Commission (Please turn to page 752) 











Partial* List of Federal Agencies with 
Business Regulatory Powers 


Agency 





Created Functions 





Regulation of interstate and foreign com- 
munications services—radio, television, tele- 
phone and telegraph. 


Fed. Communi- 
cations Comm. 1934 





Fed. Power 
Commission 





Regulation of electric and gas utilities in 
interstate commerce licensing of public and 
private agencies for the development of 
power on streams subject to Federal juris- 
diction. 


Regulation of trade practices with a view 
to eliminating unfair competition, the pre- 
vention of false and fraudulent advertising 
and deceptive practices. 


1920 








Federal Trade 
Commission 





Rate and safety regulation of interstate 
rail, motor, and water carriers. 


Interstate Com- 
merce Comm. 


1887 





Administration of the Holding Co. Act; 
general policing of the issuance, sale and 
description of securities offered the public, 
both over the counter and in interstate 
commerce. 


Securities & Ex- 


change Comm. 1934 





Enforcement of civil air regulations pre- 
scribed by the Civil Aeronautics Board; 
issuance of various types of safety certifi- 
cates; examination, inspection of aircraft, 
airports and general policing of aerial 
navigational facilities. 


Civil Aeronautics 


Administra. 1938 





Grant or deny “certificates of public con- 
venience and necessity” to air lines for 
domestic and international operation; gen- 
eral economic regulation of air carriers— 
rates, mergers, etc. 


Civil Aeronautics 


Board 1940 





Determines ocean services and routes, types 
of vessels to be used; recommends sub- 
sidies and charter aids for domestic and 
foreign shipping; controls Government- 
owned ships to be chartered or sold. 


Maritime Admin- 


istration 1950 





*The U. S$. Government Organization Manual (1953-1954) lists 
approximately 70 Federal agencies with some sort of regulatory 
power over certain segments of business. For an illustration, one 
bureau of the Department of Labor has regulatory powers with 
respect to the employment of women, ‘another with respect te 
apprentice training, etc. This table lists only those regulatory 
agencies whose powers broadly affect the national economy. 
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saa 60s SECY. HUMPHREY FACES TROUBLE 


By “VERITAS” 


DEADLINE is approaching for decision whether navy 
commisaries and post exchanges must go out of the 
retail business. Reports on prices charged and dis- 
tance service personnel must travel to the nearest 
supermarket must be on file here Sept. 25. This 
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President Eisenhower's “remote control’ admin- 
istration of the government which is not as remote 
as it might seem for he can have a White House 
aide, a Cabinet member, or a department chief 
on the telephone from Denver almost as fast as 
he can from his desk in the oval room of the 
Executive Mansion, seems to leave nothing for 
justifiable complaint. 

Removed from immediate contact with job-seek- 
ers, favor-implorers, and special interest pluggers, 
Ike actually can put more time into government 
needs and still have a few more hours for recrea- 
tion than he can in Washington. The President 
takes less time away from his desk than an ele- 
vator operator in any of the government build- 
ings. The lift chauffeurs work a five-day week— 
no Saturdays, or Sundays; are off nine holidays; 
are given 26 days annual leave and 10 days 
which they may enter as sick leave. 

The Treasury announcement that the corner 
has been turned and the road ahead leads to a 
balanced budget followed numerous telephonic 
conversations and written messages between 
Washington and Denver. Pencils whistled over 
scratch-pads for many hours before announce- 
ment was made that the fiscal future looks good, 
but must be viewed with caution. Any serious 
downward revision of taxes—income or excise— 
can throw things out of gear; already excess 
profits tax is on the way out; excises will be 
lowered in some instances, wiped out in others. 

The news gave Ike’s party a needed optimism. 
That feeling was increased when it was shown 
that, while living costs still are going up, the 
rate of acceleration has been sharply checked. 
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means that some may continue in business; some 
will go. The inquiry is based on complaint from 
private merchandisers that they cannot compete 
with the service stores because they don’t share the 
subsidies that flow to the PX and the subsidiary, 
Prices these establishments charge give them a vir- 
tual monopoly. Servicemen say trading with the PX 
or the commissary means a 15 per cent saving in 
store bills, want an offsetting pay increase if the 
stores go out of business. 


SUPREME COURT has been asked to decide whether 
the Korean conflict was merely a “police action” as 
it was first described or a “war” as it has come to 
be known, especially since casualty lists mush- 
roomed. This is no academic question; millions of 
dollars of insurance company funds are wrapped up 
in what the high court decides. Many life insurance 
policies have been written with double indemnity 
clauses in the event of accidental death. Those 
clauses are of no effect if death results from war 
service. A Pennsylvania court held there was no de- 
clared war, therefore no war; a California court 
held exactly the other way. Some companies are 
withholding settlements until the high court speaks. 


SECY. HUMPHREY who makes it a practice to “clear 
with Ike” before he issues any public statements on 
basic policy sees the need for a national sales tax or 
increased federal income taxes if the defense pro- 
gram is to be accelerated to meet the Red threat. 
He’ll have trouble in congress whichever method he 
finally decides upon. The sales tax idea was tossed 
informally into the well of congress last year and 
was booted out unceremoniously. Cutting, rather 
than raising, income taxes is the mood of the con- 
gress as was illustrated when excess profits levy 
was continued only six months, against a Treasury- 
White House one-year continuance. Never forgotten 
is the fact that another election nears. 


REJECTION by the British Trade Union Congress of 
the idea of wholesale nationalization of industry is 
being carefully examined here to determine how 
deeply the unions feel that, as they expressed it, “the 
case for public ownership and control should be con- 
stantly related to the overriding need to improve 
our economic position in the world.” 
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There is no relationship between possible sale 
of Chilean copper to the Soviet and satellite countries 
and the switch of U.S. Ambassadors at Santiago. Claude 
Bowers, historian turned diplomat, has been this 
country's representative in Chile for 14 years, the 
second longest tenure in State Department history. He is 
highly regarded here and at Santiago and his departure 
from that post is without reflection on the success of 
his endeavors, which often involved pouring oil on sadly 
troubled waters. His successor is a career diplomat 
Willard L. Beaulac. 

The new Ambassador will find himself confronted 
by a problem which has been several years in the making 
but only recently became acute. Chile is to blame for 
its surplus of copper. The country was persuaded by its 












































and force the world price up to 56 1/ cents a pound. 
By withholding large tonnages from the market Chile has 
caused industrial ingenuity in this country and elsewhere to minimize wastage, find 
substitutes. 














Beaulac was not in a position to talk of buying any copper on behalf of the 
United States over the 29-cent price. And he cannot act as a mediary to promote sales 
to other countries at a price which the U.S. is unwilling to pay. He has the addi- 
tional handicap of being unable to take substantial tonnage at any price due to the 
fact that domestic producers move at the first sign of increasing competition from the 
foreign metal and they seem to have strong influence in congress. Washington believes 
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U.S. Of that no one can be certain. Meanwhile the State Department is holding stead- 
fastly to the 29-cent price, but is re-examining the entire guestion, may ultimately 
make a deal. 

















The subject is being scrutinized on a minute-by-minute basis, but government 
experts have been unable to find even incipient signs of the economy being thrown off 
by reason of the truce in Korea. The reason probably can be found in the fact that 
matters have moved in orderly fashion since the "police action" was launched. The 
first blush of scare buying threw a fright into federal agencies concerned with such 
matters as supply and demand, purchasing power, and related subjects. Industrial plant 
and production grew to meet the military demands without seriously curtailing civilian 
production. The scare buying ended but full employment and high wages continued. Many 
manufacturers of hard goods have reduced their prices, invited the stored-away money 
back to the market place. That will help keep the factory wheels turning, aid the dis- 
tributive trades. The stock market is being watched for portents, but no real occasion 
for concern has been found. 















































Diplomatic mail moves in sealed pouches, usually with armed guard. But it is 
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ment and its outposts than in the travel of mailable matter from the Capitol Hill sec- 
retariat to Senators and representatives at home or on junkets. "How is the mail 
running since the Boss has been away"? used to be an acceptable gambit for reporters 
seeking news in congressional offices. The information ordinarily was readily avail- 
able Not now. 




















A steady stream of correspondence is flowing in on the subject of "McCarthy- 
ism." Some think he should be canonized; some think he should be cannonaded. And mem- 














admitting that mail from their districts is heavy. There is heavy bombardment, too, 
from those who think defense appropriations were cut beyond the point of safety -- 
from Truman's $150 billions, to Eisenhower's $125.2 billions, to congress’ final de- 
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cision -- $46.5 billions. A majority of the congressmen voted for the cut 70 per cent 
of the Truman estimates, and they'd just as soon not be drawn into further discussion 
at this point. 














The editorial aide who selects material for the humor column of the IAM 
(Machinists Union) weekly paper is likely to get his knuckles rapped when the current 
edition reaches members who have been the beneficiaries of numerous pay boosts. Lead 
joke concerns a man who iS complaining and when it is pointed out that his wife in- 
herited $100,000 recently, and his grandfather left him $200,000 one week ago, he 
explains in his gripe: "Who's gonna do something for me next week?" 
































The recently proclaimed electric power production policies of the White 
House, spoken through the Department of the Interior, will need a deal of explanation 
before "sides" are organized. There has been much talk; little agreement on what is 
covered, what will flow in the wake of that coverage. Some Administration supporters 
have expressed desire to hear more specific details. 





























Under this plan, the Department of Interior accepts the thesis that local 
capital, private or public, will take precedence over federal capital for the construc- 
tion of so-called multi-purpose power projects. There's nothing new in this says Sena- 
tor A. S. Mansfield, democrat just returned from a trip through his state, Montana. 
The democrats have held to that principle for 20 years; never have suggested that 
government should have a monopoly, and have always believed that there is room for 
both private and public operation, with the latter taking over to cover needs which 
private capital is not interested in supplying, says the Montanan. 
























































Communications from mayors of many cities indicate that local governments are 
not certain just whether they fit. Many of the municipalities would like to buy and 
distribute public power, but if the Interior Department is to have the right to fix 
the resale rates the cities find themselves operating as middlemen, with no profit 
accruing to them. Under such an arrangement, the Interior Department assures low rates, 
but the municipality is unable to add to cost, a percentage which will return a 
profit to the public treasury. The electric power lobby is taking a close look-see 
but is not making any public statements just yet. A publicly-controlled price shows up 
private enterprise to a comparative disadvantage; some cities allegedly collect a 
large part of needed tax revenue by tacking the requirements onto the charge for 
municipally-owned electric service. 












































Ike is likely to lose one of his first White House staff appointees when 
the political pot begins boiling less than one year from now. Sherman Adams, former 
governor of New Hampshire who now is generally referred to as "The Assistant Presi- 




















house of representatives. The congressional bee was buzzing in his ear, friends say, 
while he was chief executive of New Hampshire. Adams has made many friends, some ene- 
mies, in his present job. On Capitol Hill and in the agencies the comment is heard 
that it's difficult to tell when Adams is speaking for President Eisenhower and when 

















The "Assistant President" faced a bleak political outlook in the prospect 


















































of meeting Senator Styles Bridges in a New Hampshire primary fight. Bridges is a power- 
ful vote-getter, is serving his third term. He won his present term by the biggest pr 
majority ever received by a Senatorial candidate in New Hampshire and he matches ge 
Adams' office-holding in state affairs, also having been governor. Death of Senator tri 
Charles W. Tobey creates a senate vacancy temporarily being filled by Robert W. Upton, ne 
by appointment of Gov. Gregg. Adams can sidestep a head-on clash with Bridges by tak- - 
ing on Upton for the four-year unexpired Tobey term. In any event he probably would ha 
have to quit his present post to make a primary fight. an 
po. 

Chancellor Adenauer's smashing victory in the West German elections caused a a 

deep sigh of relief to well up from the breasts of some highly placed State Department tri 
officials. Some of them were worried lest John Foster Dulles’ pre-election boost for sif 
the "Der Alte" would boomerang. This did not happen. Hence, the smiles in Washington. for 
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Coming Communist Bid for... 


Wealth of South East Asia 


By V. L. HOROTH 


_ is one important reason that is seldom 
mentioned why the communists have agreed to the 
cessation of hostilities in Korea: their economic 
problems and the eagerness of Communist China to 
get ahead with its first Five-Year Plan of indus- 
trialization. This plan, Jaunched early this year, has 
never received much publicity in the United States. 
Yet in relation to China’s resources and to her pres- 
ent state of industrialization, the tasks that Peiping 
has set out to accomplish are every bit as ambitious 
and every bit as important from the long-range 
political and economic point of view as was Moscow’s 
first Five-Year Plan of 1928. 

Generally speaking, the Chinese Five-Year Indus- 
trialization Plan calls for the expansion and diver- 
sification of the existing Manchurian industries and 
for the creation of a Chinese “Ruhr” in the North- 
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western provinces where there are 
known to be large coal deposits and 
probably oil as well. Within a few 
years’ time the Chinese expect to 
make themselves inde- 
pendent of foreign sup- 
plies in lathes, milling 
machines, generators 
steam turbines, electri- 
cal motors, and many 
other products. They 
even expect to produce 
their own trucks and 
passenger cars. 

Along with industrial- 
ization, the development 
of transportation facili- 
ties—one of modern China’s greatest weaknesses—is 
to be pushed. A transcontinental railway is to con- 
nect the new industrial area in the Northwest with 
the province of Sinkiang, China’s Far West, rich 
in petroleum and other minerals and bordering on 
Russia’s Turkestan. Another railway system is to 
tap the rich agricultural province of Szechuan and 
still another the mineral wealth (tungsten, tin, anti- 
mony, copper) of Southwest China. There are also 
plans for irrigation and hydro-electrical projects 
on the Yellow and Han rivers. The goal is not only 
to produce more food for China proper, but to 
achieve food surpluses that could be traded for the 
products of neighbouring countries. 

The Industrialization Plan has gotten off to a bad 
start, however, with most of the industries failing 
to fill production quotas for the first six months of 
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Influence of the Korean Price Bulge on the Exports 
of the Countries of the Far East and Southeast Asia 


(In millions of dollars) 








Koreans and this fact unques- 
tionably is not lost on Pei- 

ping. Not only does the Viet- 
minh Republic and its leader 





1951 
1950 Jan.-June 
Jan.-June June-Dec. 











| Ho Chi Minh control about 40 

per cent of the country and 
some 50 per cent of the Indo- 
Chinese population, but, un- 


1952 ——— 
Jan.-June 
June-Dec. 


19531 
Jan.-June 





RAW MATERIAL PRODUCING COUNTRIES: 


>t SAA, Seen 401 1,141 843 
Indonesia . deste . 250 669 590 
Pakistan : : ; 172 478 286 
Philippines 142 241 169 
Ceylon es — 135 216 185 
RICE SURPLUS COUNTRIES: 
Thailand ; 119 166 158 
Burma a 75 116 91 
Indo-China ...... 30 61 73 
OTHER COUNTRIES: 
India ..... 530 890 756 
Taiwan ......... 39 58 35 
Hong Kong 254 496 283 
Japan ... j ; 323 661 693 
Grand Total 2,470 5,195 4,164 


like the North Koreans, the 
Vietminh is fighting what is 








671 609 522 for them an “anti-colonial” 
pos on a war. Peiping also knows that 
188 164 188 Paris is sick of continuing the 
174 141 164 war and that a leftist Goyv- 
ernment in France would ne- 
_— _ gotiate a settlement in Indo- 
131 160 108 China no matter what Wash- 
69 ee ington might think or do. 
While there may be a fiare- 
674 622 517 up in the fighting in Indo- 
70 50 57 China in the next month or 
or — a so when the monsoon season 
3,826 3,587 3,259 ends, a new situation is grad- 





1_Partly estimated. 


ually developing as a result 
of the belated moves to grant 








independence to the _ three 





1953. The Korean war has absorbed too large a por- 
tion of Chinese resources. Famine in several areas 
last spring was another setback, and now it seems 
that deliveries of capital goods and of railway 
equipment from Russia, Eastern Germany and 
Czechoslovakia may be affected by the new policy 
favoring consumer goods. Besides, the capital that 
can be wrested out of China’s small farm economy 
is pitifully small. As one writer observed, “the 
industrialization of China will either be much slower 
or much more violent than that of Russia.” 

Thus it seems almost certain that the Chinese 
communists will seek capital goods for their indus- 
trialization from countries outside the Communist 
Orbit. No doubt they will make promises and use 
the Chinese market as a carrot to get political and 
economic advantages. The Japanese have already 
been promised the market for all kinds of capital 
goods, and Chinese industries are pictured ready to 
absorb the surpluses of rubber, tin, iron, and other 
raw materials of the countries of Southeast Asia. 
Peiping uses clever stratagems. The Ceylonese, who 
are among the highest-cost producers of rubber in 
Southeast Asia, have now been selling their product 
to Peiping for some time at prices somewhat above 
the world market. In turn they have been buying 
Chinese rice at a price below the world market. What 
country could resist such terms of trade? 

In addition by tempting other countries into trad- 
ing with them, the Chinese Communists are doing 
their share toward splitting the economic and politi- 
cal unity of the free world. Their long range objec- 
tive is to wean the nationalistic, economically weak 
countries of Southeast Asia away from the West and 
to isolate them as a more or less neutral unit. 


Prospects for Negotiated Peace in Indo-China 


It would seem that pre-occupation with the indus- 
trialization and economic rehabilitation of the coun- 
try would deter the Chinese Communists from ex- 
tending the “hot war” in Indo-China. This may be 
so, but the Vietminh (Communist) Republic in Indo- 
China is in a stronger position than were the North 


States of the Indo-Chinese 
Union, Vietnam, Laos and Cambodia. Insofar as this 
process goes ahead it will be up to these native 
states to continue what will then be a civil war (no 
longer a colonial war) or else to negotiate peace 
with their communist adversaries. 

The United States is now financing almost half 
of the cost of the Indo-Chinese campaign, and in the 
future more and more of our aid will go to the 
native states rather than to France. In the long run 
it may prove impossible to free all of Indo-China 
of communist control. On the other hand, one way 
of keeping the still-free portion of Indo-China from 
going communist as a result of eight years of ruin- 
ous war is to restore peace and with it the normal 
economic functions of trade and production. To 
eradicate communism completely in the vicinity of 
a great communist power like China may be well 
nigh impossible. But as in Europe, the raising of 
living standards and an insistence on personal free- 
dom and human dignity are likely to prove the best 
weapons in protecting the peoples threatened by 
communist engulfment. 


Economic Slump in Southeast Asia 


There is another reason why the ending of the 
war in Indo-China would be desirable. The Free 
World can ill afford to dissipate its strength and 
resources when a serious economic slump has weak- 
ened practically every one of the raw material pro- 
ducing countries of Southeast Asia. These countries 
will need help if the situation is not to deteriorate 
further. 

British Malaya, where communist activity was 
only recently brought under control, is one of the 
countries most seriously affected by economic diffi- 
culties. The decline in the Singapore rubber price 
to about 20 cents a pound and the inability of 
growers to push exports in the face of successful 
competition from synthetic rubber, is reported to 
have reduced the purchasing power of some 500,000 
small native rubber producers by more than half. 
“There isn’t any doubt that the small holder (native 
producer) will be easy meat for communism with 
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rices at a starvation level,” commented a Malayan 
official recently. Rubber estates are laying off work- 
ers or forcing them to accept drastic wage cuts. 
Tin mines and the copra industry have also been 
hard hit, and the once prosperous Malayan Federa- 
tion may have to seek financial relief in London. 

The situation in Indonesia is not much better. 
With no outside capital flowing into this country, 
which is a rich tropical storehouse of strategic ma- 
terials, export surpluses represent practically the 
only source of new money with which rehabilita- 
tion and new development could be financed. But the 
drop in prices of rubber, tin, copra and other prod- 
ucts, and the practical loss of the market for kapok 
(now completely replaced by glass fibers), have re- 
duced Indonesia’s exports to the pre-Korean level. 
(See table.) Growing economic hardship has 
brought to the fore more radical and more national- 
istic elements which are threatening, according to 
the Christian Science Monitor correspondent in Ja- 
karta, “to review and revise their policies toward 
communist China, the Soviet Union, and Japan.” 
This means that Indonesia will seek the freeing of 
trade with Red China, will support the admission 
of Peiping to the United Nations and will seek a 
bilateral pact with Japan, disregarding the San 
Francisco Treaty. 

The situation is somewhat better in the rice grow- 
ing countries, largely because the price of rice has 
been fairly stable. Rice is in good demand because 
its production in most Asiatic countries is still 
smaller than before the war in relation to the growth 
of population. Thailand (Siam) is the largest ex- 
porter of rice, and is, as will be seen from the tables, 
one of the few countries that has been able to main- 
tain its purchases from the United States. In Burma 
political turmoil and civil war are subsiding, and 
as a result more land is being brought unler the 
plough. 

The Philippines have been spared more radical 
adjustments in recent months because of the cour- 
ageous measures (credit control, import restric- 
tions, etc.) adopted earlier during the boom period 
of 1950 and 1951 at the recommendation of the Bell 
Mission. Nevertheless the decline in prices of copra 
products—which account for about 45 per cent of 
all Philippine exports—has prevented the Islands 


from eliminating the deficit in their international 
payments balance. This deficit will continue to be 
covered for the next few years by payments from 
jc aia Administration and through MSA 
unds. 


Decline in Japanese Exports 


A really serious crisis, however, is in the making 
in Japan, and it will be a miracle if an economic 
collapse—meaning drastic belt tightening for the 
Japanese people and probable further devaluation 
of the yen—is avoided. 

The situation is rather complex, but one may start 
by pointing out that for a defeated nation and a 
nation with few resources, Japan is living in rela- 
tive luxury. Despite restrictions, Japanese imports 
are currently running at an amount almost twice 
as large as the country’s exports. There is too much 
purchasing power, created not by government bud- 
get deficits but rather through commercial bank 
loans used in financing the rehabilitation of the 
Japanese economy. 

Briefly, Japan is in the midst of a serious inflation 
and little or nothing is being done about it, largely 
for internal political reasons. Any earnest defla- 
tionary move would throw people out of jobs, and 
the country already has several million unemployed 
or under-employed. On the other hand, inflation is 
preventing Japan from winning new markets and 
from expanding her exports in order to pay for 
her heavy imports. Worst of all, Japanese exports to 
Southeast Asia—the area which was to replace Man- 
churia and China as Japan’s natural! trade orbit— 
have been under pressure during the last vear or so 
owing to the declining purchasing power of these 
countries. 

One reason why the whole situation has not blown 
up yet, is that heavy American spending continues 
in Japan for services in connection with the Korean 
war. Up until recently these payments, American 
troop spending, and Japan’s merchandise exports 
to this country earned Japan a total of about $800 
million a year. Korean rehabilitation may be ex- 
pected to keep up American spending for the next 
three or four years but it will probably be on a de- 
clining scale. (Please turn to page 740) 






































U.S. Trade with the Countries of the Far East and Southeast Asia 
(In millions of dollars) 
U.S. Exports to: U.S. Imports from: 
1949 1950 1951 1952 19531 1949 1950 1951 1952 19531 
RAW MATERIAL PRODUCING COUNTRIES: 
PAM CA Wiric <a Scosnecetaseinscestiaine waatesaytn aes 38 20 58 36 32 195 310 426 382 255 
Indonesia . RR eit ante rea Re eS a) 78 162 132 102 120 155 266 276 228 
ESS SR SR ROE Sea nD OEE SER 46 30 38 55 42 28 31 44 23 33 
WATINEIRSRSRING: (55 65.550 soe creeds spavastdactssdtivotsaseace 439 234 351 283 339 204 236 284 236 252 
EE rey erence eter eee eee 18 6 19 26 8 34 66 49 41 39 
RICE SURPLUS COUNTRIES: 
(a Ee Ee Path eae ae SOY 52 25 50 58 61 32 75 137 99 90 
BUNMMREOU Seo pre Cte hearted, 2 1 5 scans 2 1 2 = 
RSAMMIROMNNNOEN) go2 ca Svccicccdosvedsocavvecssddsvcdesyeseoes 18 9 27 38 38 1 11 15 14 21 
OTHER COUNTRIES: 
RE ocd Sis OR Fe Re EE A EO RE 255 212 463 381 207 238 259 297 272 255 
MUNIN So ooo gee saute ciao sccvicccesessdeserenae tects 53 23 41 59 100 2 3 6 6 5 
MROTNCI NN ONNOD  c5 552 csi nsec tue cact cp vuacececasccatscanves 121 102 29 27 36 4 5 9 12 21 
Japan ; Phe on Peres patent A’ coma’ Me 416 598 622 576 82 182 205 229 246 
1—Annual rate based on the first five months. 
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1953 Midyear Re-appraisals 











































































































of Values; Earnings and Dividend Forecasts 


x * 
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Prospects and Ratings for Oils — Movies — Airlines — Bus — Shipping 


Part VI 


ae the end of World War II, investors have 
had to adjust their thinking to an entirely different 
set of standards than those of pre-war days. New 
industries have emerged and the success of some of 
them, such as electronics and petrochemicals, in par- 
ticular, has placed an unusually high premium on 
their common stocks. In some cases, however, these 
premiums have resulted in the stocks outpacing earn- 
ings and this has rendered them especially vulnerable 
to the type of market declines in evidence recently. 
It is therefore obviously more necessary than ever to 
apply realistic standards of value to securities in a 
market which is showing a pronounced tendency to 
evaluate earnings on a much more conservative basis 
than has been true in recent years. 

The test of earnings is being applied more rigor- 
ously to the older established segments of the market 
as well, with the result that the sifting process re- 
lentlessly exposes situations of weakness as well as 
those of strength. In the final analysis, the position 
of each stock depends on the internal factors influ- 
encing the company which it represents. These are 
principally the factors of sales, prices of products, 
the profit margin (before and after taxes), the mar- 
gin of earnings over dividends and shifts in working 
capital position. Without knowledge of these highly 
important trends, the investor is at a disadvantage. 

Because of our appreciation of 


For the more complete information of our sub- 
scribers, we have furnished a complete analysis of 
the position and prospects for each industry covered. 
These individual industrial reviews give the latest 
trends as to sales, prices, inventories, competition 
and production and as such, they are especially useful 
as affording a reliable barometer of specific industrial 
prospects at the end of the first half of the year. 





_ The key to our ratings is as follows: A, Top Qual- 
ity; B+, Very Good; B, Good; C, Fair; D, Highly 
Speculative. The numerals which accompany these 
letters are intended to convey a picture of the actual 
earnings trend of the company at the present time. 
Thus, 1—upward; 2—indeterminate; 3—downward. 
Thus B1 indicates a stock of good quality with a 
currently higher trend of earnings. 

In special cases, we have marked some stocks with 
a “W” and others with an “X”. Those with “W” 
should be held essentially for income return. Those 
marked “X” seem more suitable for holding for 
appreciation. 

It is advisable that subscribers consult Mr. A. T. 
Miller’s market advice, appearing in each issue. This 
may aid in better timing of purchase and at least 

should furnish the subscribers 
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with the latest market informa- 





the importance of such informa- 
tion we are again presenting for 
the benefit of subscribers our 


tion as a general background to 
any specific security transactions 


Mid-Year Dividend Forecast and 
Re-Appraisal of Security Values. 
In addition to the essential sta- 
tistics on sales, earnings, divi- 
dends and other important data, 
we have included our comments 
on the position of each company. 
In addition, the stock of each 
company listed is rated accord- 
ing to investment- and specula- 
tive-quality, as based on our 
analysis of the combined factors 
affecting each company. These 
comments and ratings should 
offer a convenient guide for 
investors. 
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Important Industries 
Covered in 
Mid-Year Re-Appraisal 


Railroads — Tobaccos — Textiles — 
Food & Dairy — Sugar — Liquor and 
Soft Drinks — Electrical Equipment — 
Miscellaneous Equipment — Build- 
ing — Machinery and Machine Tools 
— Steels — Chemicals — Auto and 
Auto Accessories — Rubber and 
Tires — Air and Bus Transport — 
Oil — Movies. 


THE 


contemplated. 

For the guidance of subscrib- 
ers, we should emphasize that 
our investment policy at this time 
must be governed by the obvious 
necessity of applying the utmost 
care and even conservatism in 
the valuation of stocks. This is 
especially due to the transitional 
character of the present market. 
Therefore, any ratings herewith 
attached to individual securities 
are subject to change as future 
conditions develop. 

These will be noted in future 
issues of the Magazine. 


MAGAZINE OF WALL STREET 





srg Bee 

















~ 

he say that the outlook for the petroleum in- 
dustry is in a state of flux is one of the understate- 
ments of the year. Even well informed corporate 
officials are unusually reluctant to express categori- 
cal opinions. Accordingly, a brief discussion such as 
contemplated here is something like undertaking 
drilling a wildcat well in unproven acreage without 
the use of modern geophysical equipment. Admit- 
tedly, there are many unknown factors confronting 
oil producers which could cause major repercussions. 

The most important single development injecting 
an air of uncertainty was the recent political up- 
heaval in Iran which saw the removal from power 
of Premier Mohammed Mossadegh, under whose 
leadership the country’s oil resources were national- 
ized. Whether or not Gen. Zahedi’s regime, which 
has appealed to the rest of the world for immediate 
financial assistance, will undertake negotiations for 
an agreement with the British controlled Anglo 
Iranian Oil Company for resumption of production 
in that trouble spot is a question which no one pre- 
tended to know how to answer in the weeks imme- 
diately succeeding the Mossadegh ouster. 

Industry experts were certain of one fact, how- 
ever, which seemed to minimize fears of a sudden 
deluge of oil in the world’s markets. All familiar 
with the problem agree that reopening of wells and 
rehabilitation of the huge Abadan refinery, closed 
for more than two years, would require consider- 
able time. Most observers doubt that refined prod- 
ucts could be shipped within less than six months 
after settlement of the contract dispute. Moreover, 
political commentators doubt that the time yet is 
opportune for renewing discussions with the British 
authorities regarding a concession for development 
of the properties. 

So many unknown factors surround this situation 
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that any discussion of industry prospects must take 
into account both the possibility of a resumption of 
shipments of oil and gasoline from Iran and the 
remote presumption that the Zahedi Government 
will feel impelled to dictate terms unsatisfactory to 
the British which could prolong the suspension of 
Iranian production. 

Although news of the unexpected change of ad- 
ministration in Iran found reflection in selling of 
domestic oil shares on the theory that reopening of 
Iranian production would mean a loss of markets 
for subsidiaries of American companies producing 
petroleum products in the Middle East and in South 
America, subsequent assurances from top officials 
of several large companies allayed anxiety. Typical 
of the industry’s confident attitude was the expres- 
sion of Mr. George Holton, chairman of Socony- 
Vacuum Oil Company, who asserted that the prob- 
lem of adjusting supply to demand in event of a 
return of Iranian oil to world markets would be 
‘nothing like the problem of making up the loss of 
Iranian oil which was successfully met two years 
ago. In any event,” he continued, “we have much 
more to gain from the contribution to world peace 
that the resulting stabilization of the Iranian econ- 
omy should make than we could possibly lose.”’ He 
pointed out that “an industry which has thrived on 
competition through the years should have no fears 
of it now.” 

As a matter of fact, the prospect of excessive 
supplies of petroleum products in domestic markets 
probably is a more vital factor in influencing indus- 
try operations over the near term than anything 
that might happen looking toward restoration of 
Iranian production. Output of gasoline and other 
refined oils has climbed to a level which threatens 
to cause unwieldy inventories and to induce price- 


719 


Va) 2. Ga 


Statistical Data on Leading Oil Companies 








—— First Half 1953 


Net 
Sales 
(Millions) 


Margin 


1952 





Net Per 
Share 


(Millions) 


Net 
Sales Net 
Margin 


Net Per 
Share 


Recent 
Price 


Indicated 
Current 
Div. 


Div. 
Yield 


Invest- 
ment 
Rating 


COMMENTS 





Amerada Petroleum ...... 


19.0% 


$ 2.52 


$ 75.1 


21.1% $ 5.04 


160 


$ 3.00 


1.8% 


A2 


One of most successful developers of 
reserves. Prospect: pecially p ising 
in Williston Basin. Modest $3 dividend 


amply protected. Growth assured. 








Anderson-Prichard Oil .. 


23.8 





8.9 


2.60 


35.5 10.6 4.63 


43 


4.6 


B2 


Improvement in operations of refinery 
points to int of i near 
1952 results, affording ample coverage for 
indicated $2 annual distribution. 
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‘ Atlantic Refining .... 
w 


2.45 


602.8 6.7 4.37 


27 


2.00 


7.4 


B2 





Emphasis on petro-chemicals and exp 

yf crude production bolsters competitive 
posit.on. Small gain in net profit seen. 
$2 dividend seems safe. 





Cities Service Co. 


461.5 


6.1 


7.30 


900.9 5.4 12.67 


76 


5.00 


6.5 


B2 


Outstanding progress in natural gas devel- 
opment and in petro-chemicals likely to 
continue. Earnings may dip slightly, but 
$5 dividend due to be repeated. 





Continental Oil 





229.1 


8.7 


397.1 9.6 3.91 


52 


4.8 


B2 


Large unexploited acreage holds promise 
of long range growth. Refinery expansion 
seems complete. Earnings indicated trifle 
lower, but ample for $2.50 dividend. 





| Creole Petroleum 


647.1 34.1 8.54 


69 


7.00 


10.1 


B3 


As leading producer in Venezuela, com- 
pany would appear vulnerable to prospec- 
tive resumption of output in tran. Earn- 
ings and dividends may dip slightly. 





Deep Rock Oil 


20.7 


3.0 


1.38 


38.9 2.3 2.01 


36 


2.00 


5.5 


cl 





With develop t of p ising reserves, 
company would be logical merger candi- 
date. Net profit indicated ample for $2 
dividend and may continue uptrend. 








H Gulf Oil ... 





798.2 


9.4 


1.528.8 9.2 


6.01 


a4 


2.00 


4.5 


A2 


One of best integrated companies with 
vast potentials at home and abroad, earn- 
ings and dividends expected to hold near 
1952 rate on enlarged gross sales. 





Houston Oil 


21.3 


2.52 


27.1 29.4 4.81 


62 


2.25 


3.6 


cl 


Rapid development of resources of rela- 
tive small company points to higher earn- 
ings with dividends about same as 1952. 
Would be logical merger candidate. 





Humble Oil & Ref. 


495.9 


16.3 


2.22 


975.0 14.9 4.05 


59 


3.8 


A2 


Reserves of oil and natural gas reputed 
to be largest of any domestic producer. 
Growth expected to match industry’s. Net 
profit indicated close to 1952 results. 





Imperial Oil 
Ww 


271.0 


7.3 


67 


549.3 7.5 1.38 


30 


80 


2.6 


B2 


As holder of more than half known Cana- 
dian oil reserves and leading refiner, com- 
pany destined to lead Dominion’s rise. 
Modest 80¢ dividend ample covered. 





Lion Oil .... 


47.0 


11.1 


1.70 


88.6 11.5 3.30 


32 


2.00 


6.2 


c2 


Dependence on agricultural chemicals may 
hold down earnings, but active exploration 
is promising. Net profit indicated ample 
to assure continuance of $2 dividend. 





Mid-Continent Pet. 


85.2 


8.4 


165.7. 9.4 8.39 


58 


4.00 


6.8 


B2 


Strong financial position expected to justif 
maintenance of $4 dividend even A ae 
earnings may recede slightly. Conserva- 
tive expansion policy to be followed. 





Ohio Oil 


118.9 


17.1 


3.11 


223.2 17.6 


51 


3.00 


5.8 


B2 


Reserves of crude oil and natural gas in- 
dicated relatively high on share basis. 
Promising position in Canada. Continu- 
ance of $3 dividend seen though earn- 
ings may sag. 





Phillips Petroleum 


370.2 


22 


720.5 10.4 5.17 


51 


2.60 


5.1 


B2 


With emphasis on wider profit margin 
products in petrochemicals and natural 
gas, earnings seem likely to maintain 
uptrend. Regular $2.60 rate seems safe. 





Plymouth Oil ..... 


49.1 


9.2 


1.89 


104.8 9.2 3.97 


25 


1.60 


6.4 


c3 


Dependence on own crude necessitates 
outside purchases for refinery operations 
when eechine are cut and earnings 
likely to be adversely affected. 





Pure Oil .... 


177.0 


6.3 


2.51 


340.1 8.0 6.17 


45 


2.50 


5.5 


B3 


Tidelands expansion may necessitate new 
financing and dictate conservative divi- 
dend, but promising growth foreseen. Net 
profit estimated slightly lower. 





Richfield Oil 
| Ww 


99.1 


13.1 


3.25 


180.8 14.1 6.41 


50 


3.50 


7.0 


c2 


Earnings benefits of refiner expansion not 
expected to accrue until next year. Pro- 
gress otherwise expected to sustain in- 
come and protect $3.50 dividend rate. 





Seaboard Oil 


18.7 


15.4 


34.9 18.6 5.34 


81 


2.50 


3.0 


B3 


Reduction in output allowables may re- 
tard earnings gains, but transportation 
facilities are being enlarged. Ample cov- 
erage for $2.50 dividend indicated. 





Shell Oil 
Ww 


604.3 


8.5 


3.77 1.1426 7.9 


6.75 


70 


4.2 


Exceptional improvement in crude output 
and development of reserves tend to bol- 
ster competitive position. Earnings and 
dividend seen near 1952 figures. 





2—Plus stock. 





| 1_Adjusted or 100% stock dividend effective 9/4/53 
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3—9 months ended March 31, 1953. 
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cutting. Consumption has been registering steady 
gains all year, but production recently has begun to 
run ahead of demand with the result that gasoline 
stocks in mid-August had climbed to almost 145 
million barrels, compared with slightly more than 
115 million barrels a year earlier. In terms of days 
supply, the mid-summer inventories perhaps were 
not dangerously excessive, but in late summer and 
early autumn consumption of gasoline should be ex- 
ceeding output so that stocks on hand would gradu- 
ally decline to the customary reduced level of winter 
requirements. 

Attempts to curb production had been too half- 
hearted, industry officials complained, pointing to 
the reluctance of Louisiana and Oklahoma officials 
to follow the lead of the Texas Commission in order- 
ing a cutback in output for September. More drastic 
action was advocated to bring about a balance in 
supply and demand before excessive supplies un- 
dermined the market structure and impaired profit 
margins. 


While the prospect of severe maladjustments in 
foreign operations and keener competition at home 
could have adverse effects on virtually all important 
factors in the industry, such disturbances would be 
only temporary. Basically, the petroleum industry 
is firmly entrenched as one of the most rapidly grow- 
ing segments of the business world. No one need 
feel the saturation point has been reached or even 
approached. Although it is true that a high pro- 
portion of American home owners and apartment 
dwellers already have turned from hard fuel to fuel 
oil or gas, demand continues to mount. Consumption 
has shown a steady uptrend since the war as rising 
coal costs have exerted a persistent pressure on con- 
sumers to change to oil. Demand for petroleum 
products showed an uptrend averaging about 6 per 
cent above 1952 through the first half of the year, 
well ahead of the official Bureau of Mines forecast 
for 1953 or 4.6 per cent. This rise compared with a 
gain of 3.8 per cent last year over 1951. 

This progress is reas- (Please turn to page 748) 











Statistical Data on Leading Oil Companies (Continued ) 











— First Half 1953 1952 
Net Net 
Sales Net Net Per Sales Net 
(Millions) Margin Share (Millions) Margin 


Net Per Recent Current Div. ment 
Share Price Div. Yield Rating 


Indicated Invest- 


COMMENTS 





| Sinclair Oil 448.6 6.7 2.47 855.5 10.1 


7.08 34 2.60 7.6 


B3 Narrower margins due partly to rising 
costs indicate lower net profit. Plant ex- 
pansion hints at longer range growth. 
Maintenance of $2.60 dividend likely. 





Skelly Oil 105.4 13.0 2.391 206.4 13.5 


4.88! 371 1.50! 4.0 B2 


Rising exploration costs tend to hold down 
earnings despite rise in sales. Basis for 
higher dividend seen in 2-for-1 stock split 
just completed. 





Socony-Vacuum 7929 V1.1 2.51 1.560.5 10.9 


4.89 32 2.00 6.2 B2 


Benefits of huge expansion expenditures 
beginning to materialize, but competi- 
tion holds down marketing margins. Net 
may drop slightly. $2 dividend secure. } 





Standard Oil of Calif. 518.3 17.6 3.19 1.015.3 17.1 
WwW 





Standard Oil of Ind. . 8348 6.5 3.56 1.592.1 75 





Standard Oil of N. J. ... 
WwW 


1,997.1 13.0 4.31 4.050.8 12.8 





8.58 71 4.25 6.0 A2 


Wider margins on Pacific Coast expected 
to lift 1953 profits, but expansion costs 
remain substantial. Middle East income 
large. Dividends seem set at $3. 

Large growth still ahead for major mark- 
eter. Net profit estimated to approximate 
1952 total. Dividend of $2.50 in cash 
and extra in Jersey Standard is secure. 





Reduced foreign ealee projected if tran 
resumes output, and earnings may decline 
next year. Expansion program continues. 
Net profit and dividends near 1952 rate. 





| Standard Oil of Ohio .... 163.8 5.2 2.02 3015 58 





Sun Oil ........ aaa 667 3.03 6173 69 





Sunray Oil FOF W927 t29 86277 (1S3 





Texas Company Tora «61S 3.13 1.510.0 12.0 
WwW 





Tidewater Associated 232.2 7.5 37 4990 F2 


4.20 33 2.40 7.2 B2 


6.01 70 1.00 1.4 B2 


2.30 7 1. 20 «7.0 c2 


6.59 52 3.00 5.7 B2 


Heavy dependence on crude produced by 
others tends to hold down margins. Low 
marketing and transportation costs com- 
pensate. Dividend of $2.40 seems safe. 
Narrower margins resulting from increased 
crude costs and less profitable shipbuild- 
ing activities point to dip in earnings. 
Stock to supplement small cash dividend. 
Despite increased productive acreage, out- 
put is curbed by proration and earnings 
may drop slightly. Promising Canadian 
exploration. $1.2 20 dividend. 
Higher crude a costs and output cutbacks 
may retard earnings gains despite sales 
rise. Foreign income important. Net profit 











Union Oil of Calif. 156.7 11.3 3.30 269.8 9.6 
Ww 


5.07 


and dividend close to 1952. 





21 1.00 4.7 B2 


Earnings trend favorable in comparison 
with adverse 1952 results. Merger with 
Skelly regarded as logical in move to 
enlarge earnings and gain economies. 





40 2.00 5.0 Bl 





Warren Petroleum 90.73 8.3 4.47°> 103.5 7.8 


Wider margins on increased volume point 
to slight improvement in net profit and 
increase in $2 dividend. Oil and gas re- 
serves being rapidly enlarged. 





32 1.60 5.0 cl 


Rise in sales and better margins indicated 
to have increased net profit for June 30 
year comfortably above $4.80 a share of 
1952. Higher dividend logical. 





1_Adjusted or 100% stock dividend effective 9/4/53 
2—Plus stock. 





3—9 months ended March 31, 1953. 
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The MOVIES 


..-in Flux... 


By PHILLIP DOBBS 


i motion picture industry continues to 
hope that better times are just around the corner. 
Some of the producers are basing their confidence on 
the ability of 3-D pictures to pull erstwhile movie- 
goers back into the theatres and that the revival will 
open up the doors of the thousands of movie houses 
closed during the last 2 years for lack of customers. 

This state of mind appears to be contrary to that 
of many of the motion picture theatre operators. 
According to recent figures of the Council of Motion 
Picture Organizations, 5,347 of 18,306 movie houses 
have been operating at a loss, and the prediction 
has been made that several thousands more houses 
would shut up shop before the end of this year. 

It could be that the more optimistic of the pro- 
ducers and the more pessimistic of the exhibitors are 
both wrong in their anticipations and predictions. 
Some of the producers are doing fairly well at the 
moment; that is, by comparison with others operat- 
ing in the producing end of the business. The same 
state of affairs will be found on the exhibiting end. 
Amid the sounding of pessimistic notes by some 
theatre operators is heard the glad song of those 
who report that business is on an upbeat, compared 
to a year ago. Swelling the chorous of voices are 
those of the drive-in operators, most of whom are 
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entertaining capacity or close to ca- 
pacity audiences. 

The question, impossible to ans- 
wer at this time, is, how much of 
the improved attendance is attribut- 
able to the public’s turning away 
from TV sets in a state of ennui, 
and what proportion of the revival 
in business, here and there, is due 
to the desire of this same public to 
satisfy their curiosity about the 
much-publicized three-dimensiona| 
picture. If the advent of 3-D pic- 
tures is largely accountable for more 
work for the ticket-sellers at the 
movie house ticket booth, then 
neither the producers nor the more 
optimistic of the exhibitors have a 
sound reason for believing that the 
industry is on the way up. The 
American public is always looking 
for something new—in clothes, auto- 
mobile and kitchen gadgets, and 
entertainment, the latter especially, 
when it promises excitement or «a 
thrill. The public has heard much 
of this or that 3-D picture on the 
screen from which chairs, arrows, 
and other objects seemingly come 
hurtling out of the picture directly 
into the audience, with each member 
of the audience under the illusion 
that the flying object is aimed di- 
rectly at him or her. This may be 
novel, but sooner or later will lose 
its pulling power. 

To utilize to the fullest the value 
of this illusion, producers of three- 
dimensional, or stereoscopic films, 
have produced nothing but ‘“gim- 
mick” pictures and in the doing 
have practically set at naught the 
sensibilities and the intellect of the 
average movie-goer. Nevertheless, 
some of these pictures are proving to be money- 
makers, with the result that they are spurring the 
producing end of the industry to make some more. 
Exhibitors, too, their morale heightened by the box 
office success of 3-D’s, are clamoring for more of the 
same, notwithstanding the glaring defects in some 
of the Stereo 3-D productions which require the use 
of polarized glasses. Possibly this method of filming 
and projecting will be improved by the elimination 
of the “‘bugs,” especially the faulty synchronization 
of the double images. Another objection to the Stereo 
3-D is the necessity for the viewer to confine him- 
self behind the glasses to which his price of admis- 
sion entitles him in order to get the illusion of depth. 

Of all the producers, 20th Century-Fox appears 
to have the jump on the rest of the industry, being 
in possession of what is technically known as “rib- 
bon screen” projection, but more popularly referred 
to as CinemaScope. Fox has used this method in 
filming the Lloyd C. Douglas story, “The Robe” 
which will be released next month, to be followed by 
“The Gladiator,” also a Fox production that it was 
able to film under the CinemaScope method in record 
time at a saving of approximately $280,000 com- 
pared to what it would have cost under conventional 
methods. Loew’s M-G-M division will also use 
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CinemaScope in producing at least four pictures, the 
first of which will be “Knights of the Roundtable,” 
followed by “Rose Marie,” and then two more stories 
as yet unidenitfied. By the time “The Robe” is dis- 
tributed, 20th Century-Fox will have about 14 
CinemaScope productions completed or scheduled 
for completion on time to provide a continuous 
supply of films to houses using the CinemaScope 
projecting system. 

On the basis of latest available figures, 20th Cen- 
tury-Fox has about 4,000 out of the approximately 
18,306 movie houses in the United States lined up 
to exhibit CinemaScope pictures. To properly run 
these productions, these houses will have to be fitted 
with “ribbon screens” and make other alterations 
that will cost from $10,000 to slightly more than 
$25,000, depending on the size of the house. Here is 
a development that may further complicate the 
competitive conditions in the industry. Right now 
the motion picture theatre operators, most of them 
being in a pessimistic mood, are reluctant to commit 
themselves into making large capital expenditures 
for the purpose of remodeling their theatres for the 
showing of pictures requiring special esuipment, 
especially when they are yet to be convinced that 


3-D’s are going to be the means of reviving motion 
picture theatre attendance. 

It is only natural that skepticism should be in 
order. An excessive enthusiasm has been generated 
over the possibilities of three-dimensional pictures. 
True, attendance has picked up considerably with 
the advent of this novelty, largely because the curi- 
osity of the average person has been piqued by what 
he has heard of these offerings. He had to see for 
himself. And having seen, he asks, what has the 
3-D got, outside of the gimmick, that the 2-D or 
“flattie” hasn’t got? The answer is provided by the 
box office success of 2-D pictures such as Columbia 
Pictures’ “From Here to Eternity,” Paramount’s 
“Stalag 17,” and M-G-M’s “The Band Wagon,” all 
recent releases that have won the critics’ acclaim 
and the public’s response. 

Therein may be found the key to the future of 
the motion picture industry, both the producing and 
exhibiting ends. Better pictures will unquestionably 
attract the public to the motion picture theatres, 
whether these pictures are three-dimension or two- 
dimension. There are signs that the industry is com- 
ing around to recognizing this fact, realizing that 
productions such as (Please turn to page 744) 











Statistical Data on Leading Motion Picture Companies 





————— First Half 1953 ——_——— 1952 





Net Net 
Sales Net Net Per Sales Net 
(Millions) Margin Share (Millions) Margin 


Net Per Recent Current Div. ment | 
Share Price Div. Yield Rating 


Indicated Invest- 


COMMENTS 





Amer. Bdestg.-Paramt. $ 80.4 $1.604 $1203 5.7% 








$2.11 13 


$ .50° C3. sInclusion of capital gains made for good 
first half-year showing. Actual earnings 





(2 eee eee ee ee os 


| Columbia Pictures 34.112 59.0! 1.3 





Loew’s Inc. 133.613 2.4% 6213 166.22 2.8 


Paramount Pic. Corp. 51.0 6.7 


149° 1048 5.6 








28.9 d12.1 d .89 61.3 


RKO Pictures 





801 15 5 C-+2 Earnings record erratic. Needs specially 


912 11 80 7.2% C2. 1953 earnings will probably duplicate last 


252 26 2.00 76 C2 Moderate gain in earnings indicated for 


42.60 3's C3 —~Will probably show slightly smaller deficit 


down from year ago. Dividend should hold. 





appealing films to offset television. No 
current cash dividends, paid 212% stock 
in Jonuary. 





year’s results again providing thin margin 
over current dividend needs. 





1953. Has diversified interest and strong 
finances. Dividend should hold. 





this year. Dividend possibilities remote. 





RKO Theatres 16.6 2.5 WW 31.5 3.2 


26 ©6334 15% C2. High and rigid expenses restrict earnings. 





Might match 1952 net this year. Dividend 
policy uncertain. 





Republic Pictures 18.48 2.5 158 33.03 2.3 


20° 3% C2. Unfavorable earnings trend continues with 





larger deficit indicated this year. No divi- 
dend prospects. 





Stanley Warner Corp. ' 12.411 28 d .1511105212 4.2 





10.962 10 C3) Should be able to do as well this year as 





last when it earned 20 cents a share. Not 
likely to pay a dividend. 





Technicolor . 84 33.0 6.2 


1.10 15 1.00 6.46 cl 





Has good backlog of business. 1953 net 
should show appreciable gain, broadening 
dividend coverage. 





Twentieth Century-Fox 51.5 3.0 .06 99.8 4.7 


1.18 17 1.00 5.9 


C3 Heavy amortization of 3-D films cut first 
half-year earnings, and 1953 net should 
fall from 1952 level. Dividend should hold. 








Universal Pictures 1.289 64.1% 3.6 


2.153 16 1.00 6.2 


C2 Has adjusted operations to fit existing 
industry conditions and improved profit 
margins. 1953 net may show moderate 
gain. Dividend should hold. 








Warner Bros. (New) 17.011 4.6 3211 107],52 1.7 


102.862 13 608 c3 





Increased amortization and higher costs 
depressing 1953 earnings. Recently estab- 
lished dividend rate should hold. 








d—Deficit. 

1_Year ended June 30, 1952. 

2—Year ended August 31, 1952. 

3—Year ended October 30, 1952. 

4—_Earnings after capital gains. 

5—Paid 242% in stock. 

8—Paid so far in 1953. 

7—Includes net interest in non-consol. subs. companies. 








8—26 weeks ended April 24. 
9—26 weeks ended May 2. 
10__Pro-Forma; reflecting plan of re-organization and formation 
of two new companies; Warner Bros. Pictures, Inc., and 
Stanley Warner Co. 
11_Quarter ended May 30, 1953. 
12_Year ended June 30, 1953. 
1340 weeks ended June 4, 1953. 
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— Airlines — Bus — Shipping 


By ROGER CARLESON 


~ 

i article, following the pattern set in recent 
years, is confined to a discussion and mid-year ap- 
praisal of only three segments of the nation’s trans- 
portation system, these being the air lines, the bus 
lines and the marine shipping lines. The important 
rail transportation companies were comprehensively 
covered in the July 11, 1953, issue of The Magazine 
under the caption “What of the Railroads Now?” 


The Air Lines 


Sky travel has reached boom proportions. The 
trans-ocean airliners are carrying more passengers 
in and out of the United States than are the steam- 
ship lines. Every seven days, approximately 200 
scheduled airliners cross the North Atlantic—100 in 
each direction — between airports on the North 
American continent and Europe. Domestic air travel 
is moving up constantly and the demand for accomo- 
dations on certain flights has become so great that 
reservations must be made from two to four weeks 
in advance. Air travel, as measured by revenue pas- 
senger miles flown, is up by about 25% from the 
1952 first half volume. The better part of the busi- 
ness being done by the domestic lines is in the lower 
cost but still profitable coach or air tourist service. 

Actually, the air lines are in competition with 
themselves. A good illustration of this fact is had 
from the plans of United Air Lines to soon reduce 
from 12 to six its first class flights between the 
West Coast and Honolulu, and at the same time 
double the number of coach service flights. The dif- 
ference in fare between the two classes amounts to 
approximately $43 before tax. American Airlines’ 
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coach service between New York and 


the West Coast is also carrying 
more passengers than are its planes 
offering what heretofore has been 
dubbed “‘first class” service. The rea- 
son is obvious. A coach flight costs 
$113.85, whereas to go first class 
means paying out $181.70, both 
figures include the tax. Coach service 
on flights between other points offer proportionate 
savings. Both Eastern Air Lines and National Air 
Lines offer coach flights between New York and 
Miami for $50.60, including tax and first class flights 
for $83.50, the difference in cost being approxi- 
mately $33. Flight time between the two points, 
either first class or coach service, is four hours. That 
compares with 25 hours by train on which the coach 
fare amounts to $44.30, plus $1.15 charge for a re- 
served coach seat. 

By comparison, the air lines are offering travel 
bargains in both time and money. As a result, they 
are keeping their planes loaded to capacity and most 
of them are making money. American Airlines, the 
largest of the air transportation systems from the 
standpoint of passenger volume and domestic 
mileage, appears to be headed for another record 
both in operating revenues and per share earnings 
in the current year. For the six months to June 30, 
operating revenues were up by $12 million over the 
$86.8 million shown for the first 1952 half-year, with 
net income of $6.6 million bettering the 1952 
period’s showing by $1.5 million, this being equal 
to 92 cents a share for the common stock, compared 
to 69 cents a year ago. On the basis of the 1953 first 
half-year showing, American Airlines’ net for the 
full 12 months may come close to $2 a share for the 
common stock. Such prospects give rise to the belief 
that a more generous dividend than the 50 cents a 
share annual rate established in 1951 might be 
posted before the year is out. Although the company 
has strong finances, it is continuing to expand and 
improve its services. Between now and early 1954, 
it expects to add to its (Please turn to page 746) 
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RR AAS Oe SRR NE EEL se LE 
Statistical Data on Three Transportation Groups 
AIRLINES 

| First Half 1953 ——— pea IS 
| Tntal Total Indicated Invest- 

Revenues Net Net Per Revenues Net Net Per Recent Current Div. ment 

(Millions) Margin Share = (Millions) © Margin Share Price Div. Yield Rating COMMENTS 

i irli r) t ° 9 ; ‘Heavier traffic volume and improved costs 

American Airlines $988 67% $ .92 $1873 66% $1.72 12 $.50 40% Cl cuateal pause to antes ON oak Cane 
conservative dividend should be main- 

| a eee ee ee a ee 
| Braniff Airways 31.8 8 oa 7 C3 Higher mail pay, if granted, would help 
| i earnings. New equipment purchases and 
loan restrictions barriers to dividend pay- 

. ment. 

Capital Airli x i Has competition from larger airlines over 
apital Airlines 21.9 3.0 83 40.3 3.5 1.80 10 c3 nat of teams, Gaal de eaters Wis Gam 
but equipment outlays deterrent to divi- 

es a ee te ae ee oe __dend action. 

Eastern Air Lines 769 32 1.00 118.5 7.1 3.43 22 50 2.3 C1 One of the best integrated systems. 1953 
net should top last year. Modernization 
program likely to hold dividend to present | 

ee ae Rae ee 

National Airlines 32.9% 12.2 3.99% 28.2! 7.2 2.05! 12 55 45 C1 A low-cost operator vigorously competing 
for passenger and cargo business with 
good results. New equipment costs will 

See eee ne a ee Se — ae 7 = hold dividend to current rate. 
| Northwest Airlines 29.0 1.0 10 615 28 1.65 10 C3 Action in Korea stimulated business. Effort 
| to improve domestic business necessitates 
| new equipment outlays. Dividend pros- 
eee ee ie coe I Bae ee. ee ee pects dim. 

Pan Am. World Airys. 205.2 3.2 1.09 8 50 6.1 C2 Greater passenger density should help | 
1953 net. Satisfactory adjustment in Latin | 
American mail rates important. Dividend | 

, Fe tet nF F , =— —_— @£4+; RSs « 
Trans World Airlines 90.1 2.9 79 160.7 4.7 2.30 13 a C2 Favorable outlook for 1953 earnings would 
be aided by satisfactory mail rate deci- 
a Rens a> = - > — sion. Debt restrictions bar to dividend. 
< and United Air Lines 83.0 4.9 1.45 159.0 67 4.03 22 1.50 68 C3 Modernization expenses likely to cut into | 
rying . 1953 net. Currently quarterly dividend | 
d — Sn om should and year-end extra possible. 
lanes Western Air Lines 10.8 3.3 50 18.5 6.6 172 9 60 6.46 C3 
been f || | 
 rea- F || 
— | 1_Year ended June 30, 1952 2—Paid 10% in stock. 3—Year ended June 30, 1953. | 
Class fF || ——— = ae = 
both | 
rvice | BUS & TRUCKING | 
onate F | — First Half 1953 ae | 
| Air Net Net Indicated Invest 
and Sales Net Net Per Sales Net Net Per Recent Current Div. ment 
ights (Millions) Margin Share (Millions) Margin Share Price Div. Yield Rating COMMENTS } 
d = or =a ———— —— —————— — | 
rOX1- Greyh 115.1 4.59% 4 q 99 : : 6% Taxes and operating costs restricting earn- | 
; reyhound $115 5% $ 48 $2290 5.9% $1.26 13 $1.00 7.6% C2 ings. Should better 1952's $1.26 o share 
ints, this year and maintain present dividend | 
That [| ; : oat silicates —tee__ — | 
NAC N. Y. City Omnib ’ 9 J owntrend in earnings not helped by pro- | 
-oach ayes m 65 —_ ™ longed January, 1953, strike. Immediate 
Cee eg eee ee ee at copie ee : resumption of dividend doubtful. 
Omnibus Corp. 16.3 5.5 66 11 1.00 9.0 Granting of higher New York bus fare | 
would help, but in the interim, uncertainty | 
ravel | hovers over dividend maintenance. 
me || —_—— oe — —— ee ae ar tanner 
they | U. S. Freight 65.2 8 1.79 131.1 1.0 459 23 2.00 8.6 C2 Continued good freight volume and fairly | 
most | tight cost control should produce 1953 net | 
| close to 1952 level. Ample div. coverage. | 
, the — . oe = i 
1 the 
estic Ff | SHIPPING | 
: ot } = ne a = : 
<oae —— First Holf 1953 —— 1952 | 
rs | | 
ung: | Net Net Indicated Invest- | 
e 30, Sales Net Net Per Sales Net Net Per Recent Current Div. ment | 
r the | (Millions) = Margin Share (Millions) Margin Share Price Div. Yield Rating COMMENTS } 
s en On pe Si Ae See es eee ete pet _ So ol 
with | Amer. Export Lines $1.60 $61.7 6.2% $3.20 14 $1.50 10.7% C3 First half-year net of $1.60 a share pres- 
1952 ages moderate drop in 1953 earnings. 
a ] 3 Bsa = eae Se a ee a eta _Dividend, however, will be amply earned. 
qua Amer-Hawaiian Stsh. 77 23.2 (d)1.2 (d).78 58 3.00 5.1 C1 Revamping of operations appears to have 
ared moderately improved earning power. Not 
fi a likely to cover dividend which is buttressed 
rst — rie —- erates Alia __by good liquid position. 
’ the At. Gulf &W.Ind.$.S.$ 59 64% 2.54 14.8 7.3 7.29 105 3.00 2.8 C3 Earnings for 1953 will likely fall below 
: th 1952’s $7.29 a share. Wide coverage as- 
: e€ ; pas bots ____sured for dividend which should hold. 
elief Moore-McCormack L. 1.04 81.7 11.0 4.71 14 1.50 10.7 C3. «OCOFirst half net, reflecting drop in freight 
tonnage, indicates drop in 1953 earnings. 
its a - <a __ Dividend should hold at current rate. _ 
t be U.S. Lines 2.00 96.4 10.9 6.95 18 2.00 11.1 C3 Heavy summer travel may help bolance 
; of year earnings, but 1953 net will fall 
pany short of matching 1952. Dividend should 
and = oe hold. 
954, (d)—Deficit. es = ag 
746) 
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Investment Audit of... 


American 


Tel & Tel 


By WARREN BEECHER 


ee Telephone & Telegraph is the 
largest utility in the world, with assets of nearly $11 
billion, which compare with less than $2 billion for 
Consolidated Edison, largest in the electric-gas field. 
Its capital stock is one of the “traditional” invest- 
ment stocks with dividends paid continuously since 
1881—the famous $9 rate dates from 1922. Its 41 
million-odd shares are now held by about 114 million 
stockholders or about one-quarter of all individual 
U. S. holders of stock. 

American Tel. & Tel. and its principal telephone 
subsidiaries, constituting the Bell System, had reve- 
nues last year of over $4 billion, of which 59% was 
obtained from local service revenues, 36% from long 
distance tolls and 5% from miscellaneous sources. 
Most important were Pacific T&T, New York Tele- 
phone, Southern Bell and Southwestern Bell in each 
of which the parent has a stake of over half a billion 
dollars. The investment in Western Electric, which 
produces telephone equipment, exceeds $325 million. 
Bell Laboratories is less important financially, but 
it controls one of the finest research organizations 
in the country and is of immense value to the Sys- 
tem in the telephone mechanization program, now 
well advanced. 

U. S. telephones, increasing at the rate of 200,000 
a month, should pass the 50 million mark some time 
in October. As of June 30th, the Bell System in- 
cluded over 40 million telephones, while the remain- 
ing 9 million were operated by 5,234 independent 
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companies, almost all of them interconnected with 
sell. 

Over 7,000 additional long distance circuits were 
added to the Bell System last year through new 
radio relay lines and coaxial cables. Overseas tele- 
phone messages increased to a new high of 950,000 
and service was extended to a number of foreign 
areas such as Iraq, Lebanon and Madagascar. Serv- 
ice for automobiles, boats, trains and other vehicles 
also continued to grow—about 11,500 vehicular tele- 
phones can now be connected with any other tele- 
phone in the world. Special kinds of telephone serv- 
ice are tailor made to serve many industries. The 
Bell companies have also provided an extensive net- 
work for defense against air attack, operating 24- 
hours a day, and have arranged many other lines 
for immediate release to the military if need should 
arise. Western Electric and Bell Laboratories have 
jointly operated the Sandia Laboratory at Albu- 
querque, New Mexico, which develops and designs 
atomic weapons. Last year Western Electric sold 
$319 million defense goods—communications equip- 
ment, electronic control systems, guided missiles, etc. 

The Bell System in recent years has rapidly ex- 
panded its new and efficient long-distance channels, 
the radio relay stations and the underground co- 
axial cables. Some of the new coaxial tubes between 
New York and Philadelphia can now handle 1800 
telephone conversations, or 600 conversations plus 
a TV picture transmitted in each direction. 

The company recently completed five years of tele- 
vision network service, which has expanded from 
900 miles of TV channels in 1948 to 35,000 miles 
of radio relay and coaxial cable channels, with net- 
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* work programs now available to 140 stations in 92 
‘cities. TV networks also furnished links to service 
‘theaters and other locations. 
' The use of television is being expanded in many 
‘ways. For example, the Metropolitan Opera Com- 
pany televised a benefit performance of Carmen 
) for transmission to 31 theaters in 26 cities. A manu- 
>facturer sent a program over a coast-to-coast net- 
_ work to show the firm’s new products to distributors 
"and dealers in over 50 cities. The development of 
i automatic telephone answering and recording is also 
‘being developed. 
' An important new step in telephone technology 
‘was the development of the transistor—a device so 
‘important that it was pictured on the cover of the 
1952 Report. In producing this tiny but powerful 
and rugged device, which can replace vacuum tubes 
many times larger, the workman must use magnify- 
ing glasses and work inside a moisture-free trans- 
parent plastic compartment. Western Electric last 
year began regular production of some new type of 
transistors for military and telephone use, and on 
behalf of the Bell System has licensed 38 companies 
to make them under Bell patents. The transistor was 
first developed by the Bell Laboratories five years 
ago and will undoubtedly prove a vast aid in the 
mechanization program which the System has 
underway. Because of its tiny size, indicated long 
life and non-heating character, it is far superior in 
many respects to the vacuum tube. Just as there 
were many kinds of tubes, many kinds of transistors 
will be developed for special functions in long dis- 
tance dialing, transmission of TV programs, etc. 
As will be discussed later, the greatest problem 
of the telephone industry is the huge amount of 
labor required to service 50 million phones here 
and many million abroad, each of which must be 
able to gain connection with any of the others. The 
answer to this problem is increased mechanization. 
About 80% of all Bell phones are now dial-operated. 
Some time ago a long distance call crossing the 
country would have involved not only the local oper- 
ators at each end, but four or five 
intermediate operators. Today, 
through use of “operator toll dial- 
ing”, the initia] operator may 







































Comparative Balance Sheet Items (Beli System ) | 
December 31 | 
1951 1952 Change 
ASSETS (000 omitted) 
Cash & Market. Securs... $ 639,471 $ 793,590 +-$ 154,119 | 
Receivables, Net 430,112 462,997 + 32,885 | 
Materials & Supplies 118,165 127,865 + 9,700 | 
TOTAL CURRENT ASSETS 1,187,748 1,384,452 + 196,704 | 
Plant & Property 10,949,685 11,971,436 1,02:,751 | 
Less: Dep. & Amort. Res. 3,041,697 3,262,996 221,299 | 
Net Property . 7,907,988 8,708,440 800,452 | 
Investments 558,664 561,027 2,363 
Other Assets 78,118 80,429 2,311 | 
TOTAL ASSETS $ 9,732,518 $10,734,348 $1,001,830 | 
LIABILITIES 
Notes & Accounts Pay. $ 428,983 $ 415,580 $ 13,403 | 
Accruals 223,365 238,728 -+ 15,363 | 
Accrued Taxes 448,290 506,922 58,632 | 
TOTAL CUR. LIABILITIES 1,100,638 1,161,230 60,592 
Other Liabilities 29,151 29,918 767 
Long Term Debt 3,707,317 3,789,861 82,544 
Subsidiaries Stocks 168,801 179,163 + 10,362 | 
Capital Stock 3,384,659 3,933,742 + 549,083 | 
Surplus 1,341,952 1,640,434 298,482 
TOTAL LIABILITIES $ 9,732,518 $10,734,348 -+-$1,001,830 
WORKING CAPITAL $ 87,110 $ 223,222 +$ 136,112 | 
= 











system may be able to dial their own long distance 
calls. A beginning has been made in Engelwood, New 
Jersey, where telephone users are able to reach about 
11 million telephones without the help of any 
operator. 

But it may take the Bell System some 10-15 years 
to reach the final goal when anyone of it scustomers 
can “dial his calls across the continent as easily as 
he now dials his neighbor across the street”. 80° 
of all Bell phones are now on a dial basis and this 
must be raised to 100%. Also, enough long distance 
circuits must be provided so that all long distance 
calls can be dialed direct to destination, instead of 
40% as at present. All local and long distance cir- 
cuits must be hooked up in one integrated system 
and this job is complicated by the 1,800 private 








simply punch a set of keys, direct- 
ing the relay through an intertoll 
network right to the fina] destina- 








tion. Some 2 out of 5 long distance 





calls are now put through in this 











manner and while there are 
still 250,000 operators on duty 


AMERICAN TEL. & TEL. I 
| aa ES BES | a "a at fick, Sea } Price Range 
cae ERED SUL ETE i o] REESE ea —1 1929 - 1935—j210 
——+Funaed Debt, Parent: $1,698,553,000-;Hign - 3104—- 
Sac Ea ¥ Subsid; $1,878,000,000;Low - 704 — 
tht Subsid. Pfa Stocks: $17,904, 400} 
—_}-Minority Interest: $161, 259 ,062-! | A } 
—tShs. Cap Stk: 40,261,235 - $100 par 7; 
}-Fiscal year: Dec. 314 1180 
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throughout the country, several 
times that number might be re- 
quired except for the mechaniza- 








tion program. 
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The average time for making aati. t i —}135| 
long distance connections last year { —j — {+ | 
was 1.8 minutes and 9 out of 10 ff ——— 120! 
calls went through on a no-hang- t——t- — i | 
up basis. Customers reported less i AE! OIE PH = =e me - 
trouble with their telephones than i" ers ——. 4 5— 5) 
we Le. FF is a Se 1 OO Ee oe h li = 
long distance switching by dial oT SSS ee = i 335 
was in use in 18 large cities. pt fe — ae tbnhttitath. HHI 75 
There were dialing network inter- nit itheetntttt Mu Ht Hi Ht 3) 
i i j 1942 1943 1944 1945 1946 1947 1948 1949 1950 
emnestiong in over 1700 Jorn: Fiat eater hee tartrate ewig tir i 
9 00 19,001 9.00 |_9,00 1 9.00 | 9.00 | 9.00 | 9.00 | 9.00] 9.00 | 9.00 
telephone users throughout the [i,1 [114.6 h34.7_[m15.3 [188.0 [325.8 [186.6 [23.2 .05 | 87.1 [223.2 Mil 
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exchanges tied into the Bell System. This raises the 
question of synchronizing the various kinds of 
equipment used by the independents (made by at 
least four different firms) with the Bell apparatus 
made by Western Electric. 

The problems of the Bell System management are 
four-fold: (1) to keep its research and mechaniza- 
tion programs rolling, with the eventual object of 
reducing labor problems and the cyclical effects of 
depressions; (2) to maintain satisfactory employee 
relations and to keep its huge personnel on the job; 
(3) to finance its huge growth during the present 
period of rapid service expansion; and (4) to com- 
bat the inflationary trend of wages and material 
costs by obtaining rate increases without too much 
“regulatory lag’. In general, the management must 
synchronize these various programs so that share 
earnings can be maintained on a fairly even keel, 
providing an adequate safeguard for the $9 dividend, 
on the success of which its whole financing policy 
and construction programs are based. 

Despite its efforts to build up good employee re- 
lations through employee stock sales and many other 
benefits, the Bell System now seems to be plagued 
every year (when labor contracts are reopened) by 
a sudden rash of strikes and other labor difficulties. 
Recently it has been going through this difficult 
period, with press headlines including the following: 
“50,000 phone workers strike in six southwestern 
states” (now settled); “phone staffs quit in four 
eastern cities” ; “phone cables cut in Indiana strike.” 
While these strikes mean a _ considerable loss 
in long distance toll revenues, the Bell System, 
with the aid of loyal supervisory employees, seems 
able to maintain local service on a fairly satisfactory 
basis. Apparently the strike headlines—part of the 
American labor picture—have little effect on the 
market price of AT. Eventually, labor issues are 
always compromised and full service resumed. 

American Tel. & Tel.’s consolidated share earn- 
ings in the past decade have ranged between $7.50 
and $12.12, with an average of $9.69 per share; 
parent company earnings have averaged $8.95, 
slightly less than the dividend. In the 12 months 
ended June 30, 1953 consolidated share earnings 
were $10.64 and parent earnings $9.49, both based 
on actual shares outstanding. Based on average 
shares outstanding during the 12 months, earnings 
would have been slightly better—$11.39 and $10.09, 
respectively. 


American Tel. & Tel. stock is very widely dis.” 


tributed with no individual holding as much as 1/3) 7 


of 1%. The average number of shares held by any” 
individual is 27, and nearly half the owners have} 
10 shares or less. About one-fifth of all holders arg 
employees. j 

Bell must now do an enormous amount of finan 
cing each year, appealing mainly to the rank and filg 
of American investors. To do so it must maintain the 
reputation of its stock as a sound and stable inves 
ment. Occasionally there is mild speculative interest 
in the stock on rumors of a split-up, but these have 
been denied so frequently that the financial com. 
munity would now be genuinely amazed if a stock 
split was announced. 

So long as its time-tested method of financing 
through convertible debentures continues to work 
as well as it has in the past, it appears unlikely that 
Telephone will undertake direct sales of stock to the 
public; and until this occurs probably little would 
be gained by splitting the stock. So far as sales to 
employees are concerned, the installment method 
takes care of the high price of the shares. 

Since 1945 the Bell System has attracted $5 billion 
of investors’ capital or about one-seventh of the 
$35 billion raised by all corporations. The System 
has had to obtain 96% of its new capital in the 
post-war period from investors, larger proportion 
than for leading electric utilities. The industrial 
companies represented in the Dow-Jones average 
financed most of their construction through retained 
earnings, depreciations and depletion, etc., raising 
only 26% by sales to investors. 

Over half of the Bell System’s new capital (in the 
post-war period through July, 1952) was in the form 
of debt, the character of the financing being as fol- 
lows up to that date: 








Debt Percentages Billions 
General Debt wee MEM 
Convertible Debentures 14 55% $2.8 
Common Stock Equity 
Resulting from Conversion 
of Debentures ..... 33% 
Sold to Employees 8 
Retained Earnings 4 45% $2.4 
Totals 100% $5.2 


In 1952 the Bell System subsidiaries sold $100 
million bonds and the (Please turn to page 740) 
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Long Term Operating and Earnings Record (Bell System 

| Pp 8 g 

| Number Total Net Total 

of Operating Operating Operating Net Net Net Div. 
| Telephones Revenues Revenues Taxes Interest Income Profit Per Per Price Range 
(Millions) = — ———- ——— -— (Millions) — a — Margin Share Share High Low 
1953 (6 months ended 5/31) . 40.4 $2,160.2 $ 651.8 $385.9 $57.7 $232.0 10.7% $ 5.84 $4.50 16144-1524! 
1952 39.4 4,039.6 1,182.0 705.6 117.3 406.6 10.0 11.45 9.00 16138-1507 
1951 37.4 3,639.4 1,065.1 629.8 117.8 364.8 10.0 11.76 9.00 163-150 
1950 35.2 3,261.5 927.1 499.4 113.5 346.9 10.6 12.58 9.00 16134-146% 
1949 33.3 2,893.2 644.4 346.1 112.2 232.8 8.0 9.70 9.00 15058-138 
1948 31.3 2,624.8 546.1 292.4 90.4 222.4 8.4 9.86 9.00 15858-1477% 
1947 28.5 2,224.5 431.1 245.6 62.5 161.1 yy 7.66 9.00 17434-14934 
1946 25.7 2,093.6 502.9 257.4 41.9 208.5 99 10.23 9.00 20014-15934 
1945 22.4 1,930.8 656.9 399.9 45.8 177.0 9.1 8.93 9.00 196'2-157 
1944 21.5 1,769.7 633.3 417.4 47.5 169.8 9.5 8.89 9.00 1667-156 
1943 21.2 1,648.0 601.1 372.9 51.0 177.7 10.7 9.50 9.00 158%4-1271%4 
10 Year Average 1943-1952 $2,612.5 $ 719.0 $416.6 $ 79.9 $426.7 9.3% $10.05 $9.00 20014-127% 
1—To August 31, 1953. 
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By OUR STAFF 


wy confused pattern of the market in 
recent months has been reflected in a considerable 
amount of selling of stocks by investors who found 
it necessary to build up their reserves. In the mean- 
time, other investors, with already adequate re- 
serves, have taken advantage of the lower prices 
to add to their portfolios of sound stocks, with 
assured dividends and a good yield. In order to 
assist these investors in their search for attractive 
investments, we have selected three that by every 
criterion offer a satisfactory opportunity. These are 
described in the following: 


Consolidated Edison 


The dividend record of this company runs back 
to 1885, since when a dividend of varying size has 
been paid in each year. Since 1949, there have been 
four successive dividend increases from $1.60 a 
share to $1.70 a share in 1950; raised to $2 a share 
in 1950, to a $2.20 basis in March of this year and 
again to a $2.40 basis, now the current rate. 

The higher rate of dividends has been made pos- 
sible by the steady gain in earnings. For the twelve 
months ended June 30 this year, consolidated earn- 
ings were $2.97 a share, compared with $2.39 a share 
in the period ended June 30, 1952. It is estimated the 
current twelve months’ period will bring earnings 
of possibly as high as $3.25 a share. 

Aside from the benefits of last year’s rate adjust- 
ments from which the company has not as yet 
extracted the maximum possible return, increased 
utilization of natural gas should bring further gains 
in operating profits. Among other factors governing 
SEPTEMBER 
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the company’s outlook are the considerable expan- 
sion in air-conditioning of industrial and office 
buildings and dwellings. An important trend is 
the air-conditioning of entire apartment houses. 
The phenomenal increase in TV sets in use by 
residents of New York and its environs is also 
a factor which has increased consumption of 
electric power. 

Adequate plans have been laid for providing 
adequate facilities in future years. Approximately 
$100 million a year is now being expended on 
‘apital improvements, These sums are being pro- 
vided through retained earnings and new long- 
term financing. 

At the present price of just under 40, the stock 
yields about 6%. This is higher than that avail- 
on other public utility stocks of similar 
calibre. 


General Foods 


The basic strength of General Foods Corp., has 
its origin in its diversified line of food products. 
Among these are many famous brand names— 
Maxwell House, Yuban, Kaffee Hag and Sanka 
coffees, Post cereals, Jell-O puddings and pie fill- 
ings, Birds Eye frozen foods, Baker’s cocoa and 
chocolate and many other products having na- 
tional consumer markets and priced within the 
reach of the most economically run household. 

It has a consistent record of growth. In the last 
two decades, net sales have increased from $93.4 
million in 1933 to an all-time 1953 fiscal year 
high of $701 million, this being $68.5 million 
greater than 1952 fiscal year net sales. For the 
12 months to March 31, last, earnings for the 

common stock were equal to $3.77 a share, as com- 
pared to $3.52 in the previous year, and continued 
unbroken the skein of profitable operations in every 
year since 1922. 

Parallelling this earnings record is General Foods 
dividend record. It has paid dividends on its common 
stock in each of the last 32 years. The lowest payout 
in any year was $1.60 a share in 1943 to 1945, inclu- 
sive, with the current $2.40 a share annual dividend 
rate maintained since 1951. 

Over the last three decades, General Foods has 
demonstrated great vitality. It has spent in the post- 
war years $17 millionin (Please turn to page 742) 









































Three Representative Investment Issues 
American Consolidated General 
Viscose Edison Foods 
Earnings Dividend Earnings Dividend Earnings Dividend 
Per Share Per Share Per Share Per Share Per Share Per Shere 
1942 $1.60 $1 00 $1.79 $1 60 $2.5 50 $1 70 
1943 1.49 1.00 1.70 1.60 2.42 1.60 
1944 . 1.14 1.00 1.70 1.60 2.14 1.60 
1945 1.15 1.00 1.74 1.60 2.36 1.60 
1946 2.60 1.00 2.20 1.60 3.79 2.00 
1947 4.23 1.00 1.90 1.60 3.19 2.00 
1948 ... 6.82 2.25 2.31 1.60 4.25 2.00 
1949 . 4.66 2.00 2.22 1.60 4.77 2.25 
1950 7.83 2.00 2.44 1.70 4.58 2.30 
1951 .. 5.37 2.50 2.26 2.00 3.52 2.40 
1952 4.88 2.50 2.63 2.00 4.31 2.40 
Recent Price ...... 41 39 54 
ind. 1953 Div. $2.00 $2.20 $2.65 
Div. Yield ......... 4.9% 5.6% 4.9% 
ae 
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Autumn 


The market does not as a rule 
fare well in September excepting 
under strong bullmarket condi- 
tions. We do not have the latter. 
The last highs in the Dow indus- 
trial and rail averages were seen 
about eight months ago. Despite 
the favorable seasonal factor 
which has operated in August, 
contributing to the record of net 
gains by the averages for this 
month as a whole in about two 
out of three past instances, Aug- 
ust this year was a month of 
considerable net decline. Hopes 
that a poor August market will 
“do better after Labor Day” have 
been fruitless much more often 
than not. There have been net 
September declines by the indus- 
trial average in 29 years, ad- 
vances in 26; declines by the rail 
average in 32 years, advances in 
only 23. In bear-market years— 
Whether the range is wide or 
moderate, with the latter a logical 
assumption for 1953—more than 
minor rallies are unlikely between 
Labor Day and around mid-No- 
vember, when tax-selling usually 
tapers off. The past record of 
monthly performance has_ been 
moderately favorable in Novem- 
ber, strongly so in December. 


Assets 


At any time, including the pres- 
ent one, you will find a goodly 
number of stocks priced below 
per-share current assets. The lat- 
ter (net working capital) are the 
excess of cash, value of inven- 
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tories and receivables over all 
current liabilities. Where stocks 
sell below quick assets per share, 
the market, of course, attaches no 
value to the property account 
(plants, machinery, warehouses, 
stores, etc.) which may be huge. 
Stocks would not sell below quick 
assets per share if the latter had 
decisive investment significance. 
The assets will not be converted 
into cash and distributed to stock- 
holders. Working capital has in- 
vestment significance primarily 
in its bearing on a company’s 
ability to handle the business 
available to it, earn profits and 
pay dividends. Earnings and divi- 
dends are the most decisive sta- 
tistics affecting relative stock 
values. A few examples of stocks 
priced well under net working 
capital per share are Brunswick- 
Balke, Lee Rubber, National 
Acme and Pullman. None is at- 
tractive at present levels, regard- 





less of the question of assets. 


Signal 
Following an intermediate 
summer recovery, which was 


within normal limits as to dura- 
tion and percentage scope, joint 
penetration of the June lows by 
the industrial and rail averages 
will be taken as conclusive Dow- 
Theory evidence that the 1949- 
1953 bull market ended at the 
early-January high for the indus- 
trial average; and that we are in 
a bear market already about eight 
months old. We know what hap- 
pened during those eight months. 
Neither a Dow-Theory “signal” 
nor any other method can tell us 
what the market will do in the 
weeks and months ahead. Some 
bear-market “confirmations” 
have been followed by broad addi- 
tional decline, some by slight ad- 
ditional decline. So reliance on 
judgement, even though it is also 
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INCREASES SHOWN IN RECENT EARNINGS REPORTS 











1953 1952 

Pate eae Seer ces. . 6mas. June 30 $4.03 $2.05 

Food Machinery & Chem. ..... . June 30 Quar. 1,14 88 
Sterling Drug ........................ June 30 Quar. 73 54 
United Gas Corp. ...........000....0.0..:.0.... June 30 Quar. 47 22 
PENNER OED s. .. 556555068. .avescecsssie se June 30 Quar. -87 51 
Goodyear Tire & Rubber . . 6 mos. June 30 4.92 3.21 
Publicker Industries .... 6 mos. June 30 -67 18 
International Paper ..... . June 30 Quar. 1.64 1.28 
Commercial Credit Co. ..................... 1... 6mos,. June 30 2.51 2.08 
Minn. Mining & Mfg. . . June 30 Quar. 57 44 
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fallible, cannot be avoided. On the 
basis of economic-financial funda- 
mentals, long psychological prep- 
aration for business recession, 
and the relative conservatism and 
selectivity of the bull market, 
judgement argues for a compara- 
tively mild bear market. It might 
well be over, or nearly so, by the 
time business recession becomes 
a generally recognized fact, in- 
stead of an expectation. 


Stocks 

In line with normal patterns, 
weakness in rails has been gen- 
eral and sharp, utilities have held 
up well, and performance of in- 
dustrials has been mixed. Some 
important industrials have fallen 
to new lows for the year or long- 
er, including Bethlehem Steel, 
Borg-Warner, Chrysler, Feder- 
ated Department Stores, General 
Motors, Goodrich, International 
Harvester, Johns-Manville, Ken- 
necott Copper, Montgomery 
Ward, Otis Elevator, Philco, Phil- 
lips Petroleum, Pullman, Pure 
Oil, Radio Corp., Sperry, Thomp- 
son Products, U. S. Steel and 
Westinghouse Electric. 


Support 


On the other hand, relatively 
good support has been met, up to 
this writing, by such stocks as 
American Can, American Chicle, 
American Home Products, Amer- 
ican Snuff, American Stores, 
American Tobacco, Armstrong 
Cork, Beatrice Foods, Borden, 
Columbia Broadcasting, Conti- 
nental Can, Corn Products, du- 
Pont, First National Stores, Gen- 
eral Foods, Gillette, Grant, Green, 
Jewel Tea, Melville Shoe, Mon- 
santo Chemical, National Dairy, 
National Lead, National Tea, Pit- 
ney-Bowes, Reynolds Tobacco, 
Scott Paper, Sterling Drug, 
Union Carbide, United Aircraft 
and United Biscuit. The majority 
of these, although by no means 
all, are, of course, income-type 
stocks. Among cyclical-type 
stocks prominent enough to influ- 
ence performance of the indus- 
trial average and to affect invest- 
ment sentiment, more are under 
pressure than show impressive 
support. 

Oils 

Renewed weakness in oils re- 
flects fear of over-supply which 
has been a latent threat for some 
time and is now getting more at- 
tention on the assumption that 
Iranian oil will come back into 
the world market. That will take 
many months at best, but mean- 
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while will remain a factor over- 
hanging oil stocks. A test of the 
present favorable price structure 
could come by late autumn or 
early winter, hinging largely on 
heating-oil supply-demand fac- 
tors. Supply will be heavy. It 
might take more than normally 
cold heating-season weather to 
save the day. Good oil equities 
still remain among the best for 
long-term investment purposes, 
but there is certainly no reason 
for hurry about buying them. 


Boating 

The boom in relatively inex- 
pensive power-boating, utilizing 
outboard motors, appears no- 
where near saturation, although 
demand is subject to temporary 
shrinkage in periods of reduced 
consumer income. Where navig- 
able water is within reach, ‘“out- 
boards” are increasingly popular 
with the male side of numerous 
families. Outboard Marine & 
Manufacturing Company is the 
biggest maker, under such trade 
names as Evinrude, Johnson, Elto 
and others. Earnings of $3.60 a 
share last year would have been 
about $4.75 without EPT. In 9 
months through June, net rose to 
$4.57 a share, from $2.93 a vear 
earlier, despite a tax rate of more 
than 67%. Record earnings are 
indicated for the fiscal year end- 
ing Sentember 30. The eventual 
possibility, without EPT, might 
well be as much as $7 or $8 a 
share, justifying dividends im- 
portantly larger than the present 
$1.60 annual rate. The stock, 
around 3714 at this writing, holds 
in the close vicinity of the all-time 
high of 3814, reached on the mark- 
et’s summer rise. It is moderately 
priced on apparent longer-range 
potentials, despite its relatively 
sharp rise over the last 12 months 
or so. 


Federated 

Federated Department Stores 
operates nine major department 
stores, with 17 branches, in large 
cities. Its Fedway Stores subsidi- 
ary, formed to establish new 
stores in selected, growing small- 
er cities, has already put four 
such units into operation. The 
management is able. Fedway 
growth should add materially to 
earning power. EPT relief will be 
moderately beneficial. Earnings 
last year were $3.62 a share. They 
should be equalled or exceeded 
this year. Dividends are at a $2.50 
rate. The stock has reacted from 
all-time high of 48, reached ear- 
lier this year, to 39 at this writ- 
ing, to yield 6.4%. It is in an area 
suitable for scale-down buying. 
Its performance has long been, 
and probably will continue, supe- 
rior to that of the department- 
store group. 


Income 

Defensive-type income stocks, 
with merit for conservative ac- 
counts at present market levels, 
include American Snuff, Ameri- 
can Tobacco, American Chicle, 
American Telephone, American 
Gas & Electric, Beatrice Foods, 
Borden, General Foods, First Na- 
tional Stores, Grant, Kresge, Na- 
tional Dairy Products, Melville 
Shoe, Pacific Lighting, Reynolds 
Tobacco, United Biscuit, and 
Woolworth. 


Beneficial Loan 

Earnings of this small-loan 
company this year are likely to set 
a new record around $4 a share, 
against $3.63 in 1952 and pre- 
vious peak of $3.81 in 1951. They 
are not subject to major shrink- 
age, since the business is wncom- 
monly stable. The present $2.40 
dividend, although the highest the 
company has ever paid, is lower 
relative to earnings than were 

(Please turn to page 745) 
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DECREASES SHOWN IN RECENT EARNINGS REPORTS 

1953 1952 
Amer. Zinc, Lead & Smelt. . June 3 Quar. $ .55 $ .74 
Cerro de Pasco Corp. ........... . 6 mos. June 30 -66 4.42 
Shattuck Co., Frank G. 6 mos. June 30 -16 31 | 
Diamond T Motor Car Co. . June 30 Quar. .33 57 
Electric Storage Battery Co. 6 mos. June 30 39 1.01 
Crane Co. June 30 Quar. 92 1.48 
Adams-Millis Corp. . 6mos. June 20 72 1.34 
Bristo!-Myers Co. 6 mos. June 30 -67 1,09 
Hudson Motor Car Co. 6 mos. June 30 94 2.16 
Parkersburg Rig & Reel .. . 6mos. June 30 95 1.82 
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Whats Ahead por Rusiness? : 


By E. K. A. 


Further increases in wage rates—as a result of the rise in 
the Bureau of Labor Statistics Consumer Price Index (cost-of- 
living index) to a new all-time high and resultant tripping of 
the escalator clauses in union wage contracts—are creating a 
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serious problem for numer- 
ous industries. If the index 
continues to make new highs 
in the months ahead, the sit- 
vation undoubtedly will be- 
come increasingly serious. 

With the market for goods 
of many kinds showing signs 
of shrinkage and with nu- 
merous manufacturers under 
distinct pressure to reduce 
the selling prices of their 
products as an offset to 
mounting consumer resist- 
ance, extension of the long 
upward trend in wage rates 
is putting the squeeze on the 
profit side of the industrial 
ledger. 

Some years back, con- 
fronted with an uncertain 
business outlook and the 
prospect for shrinking de- 
mand, industry would have 
been able to at least hold 
its costs of production down 
through freezing of the wage 
scale. And, if business fell 
off for any appreciable 
length of time, wage reduc- 
tions could have been ef- 
fected with at least grudging 
acceptance by workers in 
the realization that the alter- 
native was unemployment 
and no weekly pay enve- 
lopes. 

Such a course of action is 
virtually out of the question 
for most industries today. 
With labor so highly organ- 
ized, management must deal 
with its employees through 
intermediaries, the union 
leaders. With these leaders 
vying with one another to 
obtain ever high wages for 
their memberships, accep- 
tance of wage stability let 
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alone wage reduc- 
tions amounts to vir- 
tual suicide insofar 
as their own posi- 
tions are con- 
cerned. 

There are a num- 
ber of union chiefs 
who are sufficiently 
farsighted to real- 
ize the necessity of 
“holding the line” 
on wages and even 
accepting reduc- 
tions, in order to 
prevent the indus- 
tries in which their 
membership is em- 
ployed from being 
forced to curtail 
operations sharply on a downswing in the general business 
cycle. But, this is not a position that these leaders can admit 
publicly. 

Unfortunately, regardless of whether they actually believe 
it or not, high level union leadership generally adheres to the 
vicious concept that the answer to any slowing down in busi- 
ness is to raise wages. This concept, of course, is based on the 
Keynesian interpretation of economics which holds that busi- 
ness setbacks can be postponed indefinitely by the simple 
process of raising (inflating) income. 

Theoretically, the cost of living should decline on any 
general business setback, thereby tripping the wage escalators 
downward and enabling industry to effect necessary reductions 
in labor costs. However, there is a vast gap between theory 
and actual practice. The facts of the matter are that of a busi- 
ness setback would have to be sharp and prolonged to effect 
a permanent downswing of any consequence in the BLS Con- 
sumer Price Index. 

By accident or design, there is a vast amount of “built-in” 
inflation in the BLS index. It is almost incomprehensible that 
the index should be making new highs when it is quite apparent 
that the actual selling prices of numerous consumer goods items 
have been declining for months. Unquestionably, industry itself 
has been somewhat lax in its all too willing acceptance of a 
cost-of-living index based on fictitious concepts that permit the 
index to rise indefinitely but practically never decline. 

There is little or no likelihood of any decline of consequence 
in the official living cost index for months to come, regardless 
of the actual trend of such costs, and it is not improbable that 
the index will move even higher. Apparently, the squeeze on 
industrial profits will become intensified in the months ahead, 
with the larger and generally more highly unionized industries 
feeling the pinch more than many of the smaller industries. 
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MONEY & CREDIT—The Administration is really pressing its 
economy drive to the point where it looks as though the cash 
budget is going to be in balance for this fiscal year at least, 
although it remains to be seen whether the cut in spending is 
going to hurt the defense effort. Secretary of the Treasury 
Humphrey happily announced late last month that Govern- 
ment spending this fiscal year would be $2 billion below 
recent budget estimates. Expenditures should therefore total 
about $72.1 billion while receipts are expected to hit $68.3 
billion. The difference between these two figures would be 
made up by the usual excess of receipts in Government trust 
fund accounts, such as Social Security. 


One of the main reasons why the Administration has been 
going all-out to cut spending is the fact that the national debt 
is edging up towards the $275 billion debt ceiling and will 
get very close to that limit by next January. From that time, 
heavy tax receipts will enable the Treasury to cut the debt 
moderately by June 30, 1954. At the end of last month the 
total national debt stood at $273 billion of which approxi- 
mately $272.45 billion was subject to the debt limit. This 
amount is to be reduced by $800 million this month when an 
issue of tax-anticipation bills, due September 18, is turned 
in to meet tax payments. On the other hand, the debt will be 
expanded between now and early January by about $700 
million of special issues that will go into Government trust 
funds. This would enable the Treasury to borrow almost $2.7 
billion of new money without violating the ceiling but actually 
it has to leave room for “open-window” sales of savings bonds 
and notes. Right now the Treasury is figuring to borrow be- 
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tween $2 billion and $2 billion in the next month or so, | 
the exact amount depending on the rate of sale of savings | 


bonds and notes and the attrition on the $8 billion of 2% 
bonds which mature September 15. Holders of this obligation 
have been given the opportunity of exchange for either a 
2°8%, one-year, certificate or a 278% note maturing in 32 
years. Investors appear to like the exchange terms, with the 
maturing issue commanding a premium over par. The Treasury, 
in an understandable desire to see a lengthened maturity 
structure for the debt, is hoping that a good many holders 
accept the 3% year notes. In any event, though, the debt 
schedule is going to look worse than it did in January of this 
year when the new Administration came into power with the 
program of lengthening the debt’s maturity as one of the 
foremost objectives of its fiscal policy. The lack of progress 
in this direction can be judged from the fact that on August 
31 of this year $84.77 billion of direct obligations of the 
United States Government were due to mature within twelve 
months as compared with $71.41 billion at the time of Eisen- 
hower’s inauguration. However, this outcome can hardly be 
blamed on the present fiscal authorities who have had to con- 
tend with a record demand for long-term funds by local 
Governments and the private sector of the economy. 
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TRADE—The intense heat prevailing over large sections of the 
country late in August apparently kept many buyers away 
from stores and the nation’s department stores for the week 
ending August 29 reported a 9% drop in sales compared 
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with a year ago. The Richmond area suffered the worst 
decline, one of 17%, while the Philadelphia district, where 
buyers rushed to beat the newly-imposed sales taxes, topped 
last year’s sales level by 5%. 

Retail trade in July was at a satisfactory level, with sales 
at $14.37 billion on a seasonally adjusted basis. This is 5.1% 
ahead of the corresponding 1952 month although slightly 
under June sales of $14.51 billion. However, some retailers 
are worried by the continued rise in consumer credit which is 
up $1.55 billion in the past four months while retail trade 
has barely been able to hold its own during the same period. 
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INDUSTRY—industrial production made a good come-back 
in August, the Federal Reserve Board reports and it estimates 
that its index last month stood at 238% of the 1935-1939 
average against 233 in July and 240 in June. August output 
of minerals was higher than in June while  produc- 
tion of soft goods equalled June rates. Durable goods output, 
at 315% of the base period in August, was 5 points under 
June levels although 3 points above the July rate. 
(Please turn to the following page) 
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latest Previous Pre- 
Wk.or Wk.or Year Peari PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 
MILITARY EXPENDITURES—$b (e) Aug. 3.8 4.3 3.3 1.6 COMMODITIES — Average commodity 
Cumulative from mid-1940___. Aug. 518.0 514.2 464.4 13.8 prices weakened in the week ending Sep- 
FEDERAL GROSS DEBT—$b Sept. 2 273.3 273.0 2629 55.2 | tember 1 and the Bureau of Labor Statis- 
tics index of primary prices dropped 0.4% 
MONEY SUPPLY—$b to 110.3% of the 1947-1949 average. The 
Demand Deposits—94 Centers_______ | Aug. 26 53.3 52.7 52.4 26.1 farm products component lost 1.6% while 
Currency in Circulati Sept. 2 30.2 30.1 29.4 10.7 processed foods fell 1% sparked by a 5% 
BANK DEBITS—(rb3)** drop in meat prices. 
New York City—$b July 52.9 52.4 51.5 16.1 . z " 
344 Other Centers—$b. July 98.2 96.6 88.6 29.0 . ii P wew CONSTRUC 
PERSONAL INCOMES—Gb (ed2) ied — a a TION were at 0 anil last month, topping 
Saleries ond Wages vd ge es yo vs $3.3 billion which was 7% ahead of 
Prepricters’ tneomes yr - a” a - August, 1952. The total was 1% above 
Interest and Dividend said vad - - ” July, a less than seasonal increase, the 
Transfer Payments July 14 14 se . Commerce and Labor Departments re- 
(INCOME FROM AGRICULTURE) July 18 18 20 10 ported nm 6 joint release. Total private 
POPULATION—m (e) (eb) July 159.7 159.5 157.0 133.8 | construction came to $2.2 billion in August 
Non-Institutional, Age 14 & Over—_ | July 111.5 111.5 109.7 101.8 | unchanged from the month before. Private 
Civilian Labor Force July 64.7 64.7 64.2 55.6 | residential construction at $1.1 billion was 
unemployed July 1.5 1.6 19 3.8 |a shade under July results and this sector 
Employed July 63.1 63.2 62.2 51.8 | was hampered by the declining trend of 
in Agriculture July 7.6 79 7.6 8.0 | new housing starts. Commercial building 
Non-Farm July 55.5 55.2 54.6 43.2. | continued its upward course during August 
At Work July 57.0 60.6 56.1 43.8 | while the decline in private industrial con- 
Weekly Hours July 43.3 43.3 42.8 42.0 | struction was arrested. Public utilities spent 
Man-Hours Weekly—b July 2.47 2.62 2.40 1.82 | a record $427 million in August for con- 
struction while road building showed a 
EMPLOYEES, Non-Farm—m (Ib) June 49.4 49.0 47.4 375 | seasonal increase in activity. 
Government June 6.6 6.7 6.6 4.8 
Factory June 13.8 13.7 12.5 11.7 - is * 
Weekly Hours. June 40.7 40.7 40.5 40.4 New orders for MACHINE TOOLS in 
Hourly Wage (cents) June 177.0 176.0 165.0 77.3 July were estimated at $73 million, a dip 
Weekly Wage ($)— June 72.04 71.63 66.83 21.33 | of about 10% from the previous month. 
PRICES—Wholesale (Ib2) Sept. 1 1103 1107 111.8 ~—-66.9_| The index of such orders, compiled by the 
Retail (cd) a 209.7 208.2 «210.6 ~—S—«116.2._-|| National Machine Tool Builders Associa- 
tion fell to 246.8% of the 1945-1947 aver- 
COST OF LIVING (Ib3) June 114.5 114.0 113.4 65.9 | age and was back to the low of the year, 
Food June 113.7, 112.1 (114.6 64.9 | set in May. Shipments in July were down 
Clothing June 104.6 104.7 105.6 89.7 | for the fourth straight month to 267.7% 
Rent June 123.3 123.0 117.6 59.5 |of the base period which compares with 
342.2% the preceding month. The decline 
REAR, TRARE-Gh°° in new orders and shipments is attributed 
Rited Shove Soten te8) — |" — yo pied ~ ie plant vacations in July although ma- 
Senile Seek a re os va = chine tool officials did not expect new 
nnennstepmmmmmnmel OOS ; ; ; © | orders to top $75 million for any one 
Dep't Store Sales (mrb)—___| Jvlv = pi 0-34 | month in the remainder of this year. Ma- 
Consumer Credit, End Mo. (rb2)_____ | July were i = 9.0 | chine tool output in July at 406.4% of the 
MANUFACTURERS’ 1945-1947 average was down only 1% 
New Orders—$b (cd) Total ** July 25.2 25.6 23.4 146 |from June and 19% ahead of July, 1952. 
ae 11.9 12.5 11.1 7.1 P - “ 
ardewrar ~ eon = ei de The value of EXPORTS from this coun- 
Pyaienke HHT... ~ wii _ jor SS ley fellto $1,374 million in June, from 
pane See: romance YY oa — me si $1,445 million in May, th 
Jul 13.30 «13.100«12.1 42 ' y, the Census Bureau 
RE RR renee has announced. The export total includes 
SUSINESS INVENTORIES, End Me.** shipments of military aid under the Mutual 
Totol—$b (ed) fh 77.6 76.8 72.9 28.6 Security Program amounting to $371 mil- 
neeaticitet ee 45.5 45.0 42.9 16.4 | lion in July and $363 million in June. Ex- 
eleaaten? Pa 10.4 10.3 99 4. | port decreases from May to June were 
Seietieiat pm 21.7 21.5 20.1 g.) | noted in machinery and vehicles, raw cot- 
eck Stains aaa Seas 26 26 23 1.1 | ton, tobacco, soybeans, corn and rice. 
Total exports for the first half of this year 
BUSINESS ACTIVITY—1—pc ' Aug. 29 199.0 1998 1888 141.8 | were valued at $8,091 million, or slightly 
(M. W. S.)—I—np. Aug. 29 243.5 244.4 2247 1465 ‘above the $8,039 million for the corre- 
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Latest Previous Pre- 
Wk. or Wk. or Year Pearl 
Date Month Month Ago Harbor*® PRESENT POSITION AND OUTLOOK 
INDUSTRIAL PROD.—1 np (rb)** July 233 240 193 174 sponding 1952 period. At the same time, 
Mining July 165 169 139 133 military aid program exports in the first 
Durable Goods Mfr July 312 320 230 220 six months of $1,964 million were $1,182 
Non-Durable Goods Mfr July 192 198 179 151 million higher than last year. 
IMPORTS into this country rose to $934 
a Aug. 29 818 817 727 833 sane Ate ‘ 
CAMGRENISS~1—Tete! te million in June from $902 million in May. 
Misc. Freight Aug. 29 396 393 396 379 ; me 
Total imports of all commodities for the 
Mdse. L. C. L Aug. 29 70 70 74 156 f : 
pon 51 52 50 3 January-June period of this year came to 
Grain sal $5,630 million, or 4% ahead of the com- 
ELEC. POWER Output (Kw.H.) m= | Aug. 29 8,540 8,432 7,646 3,267 parable 1952 period. 
SOFT COAL, Prod. (st) m Aug. 29 9.8 9.6 2.2 10.8 ‘ ip ” 
Cumulative from Jan. 1 Aug. 29 296.9 287.1 303.8 44.6 FURNITURE MAKERS saw a welcome 
Stocks, End Mo June 76.0 72.9 81.2 61.8 upturn in their business in July as new 
PETROLEUM —(bbis.) me orders rose 12% over the previous month 
thease mI8 and were 8% higher than a year ago, ac- 
Crude Output, Daily. Aug. 29 6.6 6.6 6.3 4.1 : : ‘ 
cording to latest data. Furniture shipments 
Gusslias Mechs Aug. 29 143 142 117 86 -1 6 1456 bel arg 
Seal O88 Geche Aug. 29 51 50 52 94 in Ju Y el 16% elow June ya = 
Heating Oil Stocks Aug. 29 117 114 102 55 tions playing a major part m t e own- 
turn. With new orders topping shipments 
LUMBER, Prod.—(bd. ft.) m Aug. 29 261 260 247 632 in July, the backlog of orders on hand at 
Stocks, End Mo. (bd. ft.) b May 8.0 8.1 8.0 7.9 the end of the month were 22% above the 
previous month and 8% higher than on 
STEEL INGOT PROD. (st) m July 93 ~ -— @ July 31, 1952. For the first seven months 
Cumulative from Jan. 1 July 67.2 57.9 46.6 74.7 of this year, new orders are running 7% 
ENGINEERING CONSTRUCTION ahead of last year. 
AWARDS—$m (en) Sept. 3 274 214 110 94 a Cae 
Sept. 3 10,619 10,346 11,414 5,692 ; 
Cee eee tes. 4 EMPLOYMENT climbed to a record high 
MISCELLANEOUS in August with 63,408,000 persons holding 
Paperboard, New Orders (st)t Aug. 29 226 199 217 165 jobs, the Commerce Department has re- 
Cigarettes, Domestic Sales—b June 33 31 36 17 ported. At the same time unemployment 
Do., Cigars—m june 511 506 496 543 fell by 308,000 from July levels to a post- 
Do., Manufactured Tobacco (Ibs.)m_ | June 17 18 18 28 war low of 1,240,000. 











b—Billions. cb—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., seasonally adjusted monthly totals at annual rate, before taxes. 
:dlb—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated. en—Engineering News-Record. i—Seasonally adjusted Index 
(1935-9—100). Ib—Labor Bureau. Ib2—Labor Bureau (1947-9—100). Ib3—Labor Bureau (1947-49—100). It—Long tons. m—Millions. mpt—At mills, 
publishers and In transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensation for population growth 
pc—Per capita basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, total consumer credit. rb3—Federal Reserve Bank of N. Y.—1941 data is 
for 274 centers. st—Short tons. t—Thousands. *1941; November or week ended December 6. **—Seasonally adjusted. 
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1953 
No. of 1953 Range 1953 1953 (Nev. 14, 1936, Cl.—100) High —_ Pritig  inet 
Issues (1925 Cl.—100) High Low Aug. 28 Sept.4 | 100 HIGH PRICED STOCKS 133.5 118.0 118.9 118.0Z 
300 COMBINED AVERAGE........... 215.5 186.2 188.4 186.2Z 100 LOW PRICED STOCKS 260.5 218.5 221.7 218.5Z 
4 Agricultural Implements........... 263.3 194.3 196.8 194.3Z 4 Investment Trusts. ............. 112.7 95.3 97.5 95.32 
10 Aircraft ('27 Cl.—100)............ 415.6 337.4 351.6 348.1 3 Liquor ‘27 Cl.—100) 967.8 857.2 875.6 857.2Z 
7 Air Lines (‘27 Cl.—100).......... 693.9 538.3 538.3 538.3 We MO nooo cine ccc nc 240.6 197.0 201.6 197.0Z 
7 Amusement ....-.......:.:0:cecceseee 95.5 81.6 84.2 82.5 DS Math Orde... .cs.scscsccsonccescicee 128.6 105.8 108.2 105.8Z 
10 Automobile Accessories ....... 289.4 232.0 234.6 232.0Z 3 Meat Packing .......cccccccccsceee- 101.7 84.9 84.9 85.7Z 
10 Automobiles .................:0000 49.4 40.4 41.4 40.4Z 10 Metals, Miscellaneous .......... 284.5 214.0 219.2 214.0Z 
3 Baking (‘26 Cl.—100)............ 28.0 23.8 24.9 25.4 I os ooiy on ceansccckensostsssiotes 474.8 408.2 412.6 412.6 
3 Business Machines... ......... 377.4 322.4 322.4 322.4 TM AR ONMIII veo son ccécZicsscccassiiceeas 463.4 394.8 399.4 394.8 
2 Bus Lines ('26 Cl.—100).......... 207.6 170.2 204.2 200.8 22 Public Utilities .... ae 194.4 173.8 183.2 183.2 
GO CHOMICIE ooo sscscccscsccssscstsssecece 396.9 345.8 349.7 345.8 8 Radio & TV (‘27 Cl.—100)..... 36.9 30.1 30.1 30.8 
3 Coal Mining : 15.4 1.1 11.3 11.1Z 8 Railroad Equipment 64.1 53.3 53.9 53.3Z 
4 Communications .................-- = 69.3 61.7 53.6 61.7Z 20 Railroads ........-.ccccccccceccecececee a 53.2 44.4 45.4 44,42 
9 Construction ..........-:ccsecssseeeeee 723 60.6 61.3 60.6Z cess a nictsaosns 51.5 45.7 47.1 45.7Z 
7 Containers ......... sabe 519.4 461.7 466.5 461.7 3 Shipbullding 269.9 228.7 253.9 249.3 
9 Copper & Brass ................... 175.4 137.8 139.4 137.8Z 3 Soft Drinks 407.5 342.4 359.5 356.1 
2 Dalry Products ..............-.000+ 98.6 92.3 96.8 94.1 Be Se Oe NOR occas cccccscccsescocane 151.4 128.5 131.4 128.5Z 
5 Department Stores ................ 63.2 57.1 58.3 SF.AZ 3 Sugar 59.8 50.1 51.3 50.1Z 
5 Drugs & Toilet Articles........... 235.2 215.0 219.5 215.0Z 2 Sulphur .... 625.9 S55 537.4 531.5Z 
2 Finance Companies ................ 410.0 341.8 254.0 358.1 5 Textiles 162.2 114.6 116.3 114.6Z 
7 Food Brands .... ~- 200.4 190.8 192.7 190.8 3 Tires & Rubber ...................... 89.7 Fant 72.9 72.1Z 
Bare I aon cinssescisescssscserses 125.9 113.0 123.2 121.2 Noone Sis Salas sacs aaasaan 105.2 90.8 99.8 99.8 
3 Furnishings ..... wipes 79.2 62.6 64.8 62.6Z 2 Variety Stores ......................-. 319.5 294.9 298.0 298.0 
CN er 760.0 588.2 608.0 588.2Z 16 Unclassified (‘49 Cl.—100).... 125.7 101.7 102.9 101.7Z 
Z—New Low for 1953 
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Trend of Commodities 





Most commodity futures markets displayed firmness in the 
two weeks ending September 3 despite weakness in securi- 
ties. The Dow-Jones Commodity Futures Index closed at 156.90 
on September 3, up 1.51 points from levels of a fortnight 
earlier. Higher prices were reached by wheat, corn, oats, 
soybeans, lard, coffee and hides and some of these had 
rather sharp up moves. Futures seeking lower levels included 
cotton, wool, cocoa, sugar, rubber, copper, zinc and lead. 
In most cases, declines were small. May wheat gained 5 cents 
in the two weeks ending September 3 to close at 195%. It 
was reported that a large percentage of current wheat arrivals 
were either going into storage or were being put in the Gov- 
ernment loan. Cash wheat has been strong with the No. 2 
hard selling at $2.16 per bushel in Kansas City which is a 


gain of 21% cents from the low reached on June 29. Indi- 
cations are multiplying that so much wheat is going to be im- 
pounded in the loan that available free supplies may be quite 
small by the end of the season. Corn futures have been q 
market feature of late. The December option gained 10% 
cents in the two weeks to close at 144% on September 3. The 
hot dry weather is believed to be hurting the crop and selling 
of the cash grain has been small. At current prices, corn is 
still some 28% cents under the Chicago equivalent of the 
Government loan rate, a factor that is encouraging buyers. 
Cotton prices were slightly lower during the period under 
review and the nearby October option lost 10 points to close 
at 33.44. A steady undertone was provided by trade buying 
and mill price fixing. 
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U. S. DEPARTMENT OF LABOR INDEX OF 22 BASIC COMMODITIES 
Spot Market Prices—1947-1949, equals 100 


Date 2 Wks. 3Mos. Yr. Dec. 6 
Sept.3 Ago Ago Ago 194] 
22 Commodity Index 90.1 89.3 88.1 96.0 53.0 
9 Foodstuffs 96.1 944 89.6 93.9 46.1 
3 Raw Industrial 86.1 85.8 87.0 97.4 583 





RAW MATERIALS SPOT INDEX 
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Average 1924-26 equals 100 


1953. 1952 1951 1945 1941 1939 1938 1937 
High ................ 170.1 192.5 2145 95.8 743 783 658 93.8 
low ............. 154.6 168.3 174.8 836 587 61.6 57.5 64.7 
736 





























Dete 2 Wks. 3Mos 1 Yr. Dec. ¢ 
Sept.3 Ago Ago Ago 194 
RNR © Sohn nety cma yt Sree ad chro) 92.6 94.9 96.7 View 54.6 
MMMINUNE. i. soc onc, oe eee es 89.1 90.4 89.7 968 563 
eR PRUB III scons seek cp senks -accisexvaeners 69:5 62:3 570 65.1 55.6 
COMMODITY FUTURES !NDEX 
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14 Raw Materials, 1923-25 Average equals 100 


Aug. 26, 1939—<63.0 Dec. 6, 1941—85.0 

1953. 1952 1951 1945 1941 1939 1938 1937 
1 | ae oneal er 162.2 181.2 215.4 111.7. 889 67.9 57.7 86.6 
WOW: ov cisssesrousnase 151.1 160.0 176.4 98.6 58.2 48.9 47.3 546 
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Although Carrier Corp., has spent more than $18 
million within the last six years for new or addi- 
tional facilities, the company now plans a $10 mil- 
lion expansion program involving the construction 
of a new plant in the South and extensive additions 
to the Syracuse plant. The proposed southern plant, 
to cost approximately $5 million, will be devoted to 
the manufacture of so-called unitary products such 
as room air conditioners, year-round residential air 
conditioning equipment and self-contained units for 
use mainly in relatively small commercial establish- 
ments. The Syracuse additions will include office, 
laboratory, warehouse and storage space. It is ex- 
pected that most of the new capital will be obtained 
through a pre-emptive rights offering to common 
stockholders on or about Sept. 22. 


According to present plans Sunray Oil Corp., ex- 
pects construction work to start early in January 
on a 5,000 barrel per day Platforming unit to be 
built in conjunction with the company’s catalytic 
cracking refinery at Duncan, Okla. The new plat- 
former will enable the Duncan refinery to produce a 
high octane blending agent to be included in the 
company’s gasoline pool for the general up-grading 
of motor gasolines. In addition, the Platforming 
process lends itself to the manufacture of pure 
aromatic hydrocarbons such as benzene, toluene, etc., 
by the installation of additional processing facilities. 


Standard Oil Co. (Indiana) is now in production 
of detergent alkylate—principal raw material for 
synthetic household detergents—in a recently com- 
pleted plant at its Whiting, Ind., refinery. This de- 
velopment marks another important step in Stand- 
ard’s progress in the chemical field which the 
company entered a number of years ago. The deterg- 
ent alkylate is produced from benzene, produced 
synthetically from crude oil at Standard’s Whiting 
refinery, and from propylene tetramer, made cataly- 
tically from refinery gas by Pan-Am Southern Corp., 
a subsidiary. The Whiting refinery joins these two 
products catalytically to produce detergent alkylate. 


Southern Pacific Co., has authorized installation, 
at a cost of approximately $3.8 million, 95 miles of 
centralized traffic control between Crescent Lake 
and Eugene, Oregon, to further speed train opera- 
tions over its Shasta Route. Centralized traffic con- 
trol, a means of dispatching trains by remote control, 
permits many more trains to be handled, and their 
running time substantially reduced. When the Cres- 
cent Lake-Eugene project is finished, 273 miles of 
Southern’s main line over the Cascade Mountains 
will be under CTC, adding to extensive installations 
of this facility already in operation on other stra- 
tegic sections of the road’s system lines. 


The patent held by Celanese Corp. of America on 
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a quality-improvement labor-saving electronic de- 
vice designed for more efficient production of warp- 
knit fabrics is being made available on a royalty-free 
basis to the entire textile industry. The device, which 
electronically scans fabric coming off knitting ma- 
chines for defects and halts operations when any 
irregularity is detected, has been in operation at the 
Bridgewater, Va., warp-knitting plant of the com- 
pany for a number of years and has proved highly 
successful. 


A new form of methylstyrene from which plastics 
and resins of greater heat resistance can be made 
is now being produced in experimental quantities by 
American Cyanamid Co. The new material is being 
manufactured by a recently developed process in a 
pilot plant at the company’s Stamford, Conn., re- 
search laboratories. Plans for manufacturing facil- 
ities are still in a very early stage, but if Cyanamid 
decides to produce and market methylstyrene, it will 
place the company, for the first time, in the field 
of thermoplastics. 


According to late report, the Crane Co., has chosen 
Chattanooga, Tenn., as the site for the $25 million 
titanium plant it proposes to build. It is expected 
that the plant will go into production some time 
during the latter part of 1954 or early 1955. The 
plant, owned and operated by Cramet, Inc., Crane’s 
wholly-owned subsidiary, is being planned for an 
average annual production of 6,000 tons of titanium 
sponge over the first five years. The plant will be 
built in cooperation with the Government which will 
advance the greater portion of necesary funds for 
construction and equipment. 


Included in Virginia Electric & Power Co.’s expan- 
sion program is a $16 million addition to its steam 
generating plant at Possum Point, near Quantico, 
Va. The new facility, when completed in August, 
1955, will add 100,000 kilowatts capacity to the sta- 
tion. Other items on the program are a $32.5 million 
addition to the Portsmouth plant and two hydro- 
electric plants, each costing about $33 million, at 
Roanoke Rapids, N. C., and Gaston, N. C. 


As a result of a research program carried out 
over the past several years, Koppers Co., Inc., plans 
to construct a plastics development plant adjacent 
to its large Kobuta, Pa., chemical plant. 


Announcement is made by Mathieson Chemical 
Corp., to the effect that it has arranged to sell its 
interest in the 33-story Squibb building on 5th 
Avenue, New York, although the Squibb Division 
of Mathieson will remain there as a tenant under a 
long-term lease. The sale is being made under 
Mathieson’s policy of consolidating its resources in 
activities more closely related to the chemical and 
pharmaceutical operations of the company. 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It is 
subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Pillsbury Mills 


“I would appreciate information in 
regard to Pillsubry Mills with data on 
their working capital position, earnings 
and dividend payments.” 

B. F., Albany, N. Y. 


A thirty per cent step-up in 
earnings; increased sales; and bet- 
ter earnings per share, even with 
additional shares issued during 
the year, were reported in the 
Pillsbury Mills 84th annual report. 
Fiscal year ends May 31. 

During the crop year the com- 
pany earned $4,184,042 on its sales 
voume of $336,028,784, which 
compared to earnings of $3,209,- 
893 last year on a sales volume of 
$314,907,587, or a 30% increase. 

Earnings on an average of 852,- 
749 shares outstanding this year 
amount to $4.55 compared to $4.36 
on 664,224 shares outstanding last 
year. 

The increase in both sales and 
earnings over the previous year 
reflects a continuing good market 
position and stricter operating 
economies. 

Dividends declared during the 
year amounted to $2,023,262, both 
common and preferred. Cash divi- 
dends in 1952 totalled $2.00 per 
common share and 50 cents quar- 
terly has been paid in the current 
year. 

The company’s net current as- 
sets (working capital) at the end 
of the year amounted to $43,225,- 
590, compared with $31,977,721 
the previous year. The property, 
plant and equipment figure ad- 
vanced from $32,007,007 to $34,- 


738 


992,247 partly due to the acquisi- 
tion of the Canadian properties. 

During the past year the com- 
pany sold a $17 million debenture 
issue and thus was able to use 
$13,620,000 to retire mortgage 
bonds, a promissory note, and a 
purchase money note. The balance 
of $3,100,000, after payment of 
financing costs, was added to the 
company’s general funds. During 
the year the company spent ap- 
proximately $2,500,000 for addi- 
tions and improvements to physi- 
cal properties—buildings, machin- 
ery and equipment. 

The company enjoyed a reason- 
ably good year in the field of bak- 
ery mixers and institutional mix- 
ers, with the bakery flour situa- 
tion continuing to be extremely 
competitive. 


Bigelow-Sanford Carpet Company 


“You have mentioned in your publica- 
tion that there was a slump in the car- 
pet industry last year and I was wonder- 
ing whether there has been any improve- 
ment in the operations of Biaelow- 
Sanford Carpet Company. Will you 
please report recent pertinent data?” 

K. C., Atlanta, Ga. 

Bigelow-Sanford Carpet Com- 
pany for the first six months of 
1953 showed net sales of $36,852,- 
000, an increase of 8% over sales 
of $33.993,000 for the first half of 
1952. Net profit for the first six 
months was $2,104,000 after pro- 
vision of $475,000 for Federal in- 
come taxes. The provision for Fed- 
eral income taxes is after reduc- 
tion in the provision for such 
taxes of $950,000 representing the 


effect of the first six months por- , 


tion of prior years loss carry- 
forward. The six months profit, 
after preferred dividends, equals 
$2.08 per share of common stock 
outstanding. Operations for the 
same period last year resulted in 
a net loss of $1,806,000. 

Second quarter net sales this 
year were $16,772,000, 2% below 
sales of $17,150,000 for the same 
period last year. Net profit for the 
second quarter of 1953 amounted 
to $884,000, after a Federal income 
tax credit of $116,000, reflecting 
the effect of the second quarter 
portion of prior years loss carry- 
forward. The second quarter profit 
was equal to 85 cents per common 
share. Operations for the second 
quarter of 1952 resulted in a net 
loss of $2,002,000. 


According to the President of 
the company, there has been con- 
tinued improvement in the com- 
pany’s financial position. Net 
working capital at June 27, 1953 
was $29,630,000, being equal to 
6.1 times current liabilities. Inven- 
tories have been redueed from 
$29,907,000 a year ago to $23,- 
814,000 at June 27. Current bank 
loans which a year ago amounted 
to $5,750,000 have been paid off 
and cash balances have been in- 
creased from $2,637,000 to $5,178,- 
000 in the same period. 

The company expects consoli- 
dated sales of woven carpet, tufted 
carpet, defense and rayon prod- 
ucts for the Fall period to show 
an improvement over both the 
comparable period of 1952 and the 
first half of 1953. However, firm- 
ing wool prices in the carpet busi- 
ness and the present highly com- 
petitive situation for the com- 
pany’s products indicate that pro- 
fit margins in relation to sales will 
be somewhat lower this Fall than 
has been the case during the past 
six months. 

While regular quarterly divi- 
dend of $1.1214 per share was de- 
clared on the preferred stock, di- 
rettors took no dividend action on 
the common shares. Last payment 


(Please turn to page 746) 
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West Penn Power Company: Mitchell Station is one 
of the many big utility power plants that rely on Gulf 
Periodic Consultation Service for help in the controlling 
of turbine operating costs. 





U. S. Sugar Corporation: On this big sugar cane plan- 
tation, Gulf Periodic Consultation Service helps raise 
the operating efficiency, and lower the maintenance 


costs on scores of tractors. 


..-potroleum seience steps up efficiency | 


Alert management men, today, are aware that 
modern petroleum science means far more than 
just lubricants. 

In the case of your own individual company, 
petroleum science might be able to help you 
solve a number of unrelated problems—fuel oil, 
combustion, rust prevention, machining, pro- 
cessing oils, wax coating—to name only a few. 

The fact is, petroleum science is such a com- 
plex, fast-moving field that the average company, 
working alone, couldn’t possibly keep fully posted 
on the newest developments. 


That’s why Gulf, years ago, pioneered a com- 
plete advisory service to promote the most effi- 
cient use, not only of lubricants, but of all petro- 
leum products. 

This cooperative plan—Gulf Periodic Con- 
sultation Service—has been adopted by hundreds 
of industrial firms of all types and sizes. 





) GULF OIL CORPORATION + GULF REFINING COMPANY + GENERAL OFFICES, PITTSBURGH, PA. 
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Investment Audit of 
American Tel. & Tel. 





(Continued from page 728) 


parent company issued 5,800,000 
shares of stock, of which 5,100,- 
000 were due to conversion of 
debentures and 700,000 sales to 
employees. As a result of this fi- 
nancing, the equity ratio rose 
from 56% to 60%. It would rise 
to 67% if all convertible deben- 
tures were converted and all em- 
ployee subscription payments 
completed, and this is the ratio 
which the management considers 
its objective. Such a ratio, nearly 
twice as high as that sought by 
the average electric-gas company, 
is considered necessary to offset 
the more cyclical trend of tele- 
phone profits as compared with 
electric and gas utility earnings. 

Up to 1951, AT & T’s annual 
post-war debenture offerings 
ranged between $343 million and 
$394 million. In 1951 the figure 
rose to $415 million and last year 
to nearly $500 million. Recently 
the company announced the big- 
gest sale of all—$625 million in 
convertible debentures. Subscrip- 
tion and conversion terms of the 
new issue will be announced later. 
In announcing the huge program 
it was pointed out that a half 
million people are still waiting for 
telephone service and that 1,250,- 
000 subscribers now on party 
lines want more exclusive serv- 
ice. A stockholders’ meeting has 
been called for October 14, since 
the issues must be approved by 
two-thirds of the holders of out- 
standing stock. Subsidiaries are 
also busy with their share of the 
huge system program, having sold 
some $50 million debentures re- 
cently with another $80 million in 
the offing. 

The major battle of the Bell 
System management is waged in 
the regulatory field, before some 
40-odd state commissions and the 
Federal Communications Commis- 
sion. Each of these commissions, 
as well as the corresponding state 
courts of appeal, have differing 
backgrounds of policy and prac- 
tice with respect to regulation of 
utilities generally, and of tele- 
phone rates in particular. For the 
first time in its history, perhaps, 
the Bell System during the past 
year has sought to enlist the aid 
of Wall Street bankers and secu- 
rity analysts to support its plea 
for a higher rate of return in 
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order to combat the continual er- 
rosion of earnings through infla- 
tion of wages and other operating 
and construction costs. Doubtless 
the Company felt that educating 
leaders in the investment field 
would help to enlighten its own 
stockholders throughout the coun- 
try, as well as help focus the at- 
tention of the regulatory bodies 
on its problems. At a comprehen- 
sive series of luncheons for Wall 
Street men the company presen- 
ted its case clearly and graphic- 
ally, urging that it should be al- 
lowed a return of about 714% on 
its rate base instead of the tra- 
dition 6%. 

It appears likely that this pub- 
lic relations program, combined 
with the more liberal trend of 
regulatory policy reflected in re- 
cent decisions, will in time help 
to improve the company’s over- 
all return on capital, which in the 
seven post-war years is reported 
to have averaged only 5.5%, 
which was below the long-term 
average for the system. Some im- 
portant recent decisions have 
permitted returns of 614% or 
614% for electric and gas com- 
panies. The Bell System’s claim 
that it is entitled to 714% is based 
on the high equity ratio. Assum- 
ing a cost of nearly 4% for senior 
capital (one-third of the total) 
and 10% for new common stock 
(two-thirds) the average cost of 
money at present works out at 
8%. Moreover, Telephone feels 
that it should be building up sur- 
plus more rapidly than it has been 
able to do, in order to provide 
some leeway for maintaining the 
$9 dividend during any future 
depression. 

The Bell System has made some 
progress toward educating the 
state commissions as to its needs, 
and even the conservative New 
York Commission has stated that 
“the future of this company may 
well be seriously affected by fur- 
ther advances in the inflationary 
spiral”. Up to about a year ago, 
some $600 million annual increase 
in revenues had been obtained 
since 1940, in over 100 rate pro- 
ceedings; however, the resulting 
increase in telephone rates of 
about 23% compared with a gain 
of 92% in consumer prices. In 
1952 adjustments in local rates 
were obtained in 37 states. Some 
adjustments have also been made 
in interstate rates, but the Bell 
System this year has granted a 
larger percentage of toll revenues 
to the independent companies on 
joint business. 





Summarizing, American Tel. & 
Tel., despite its huge expansion 
and financing program, has thus 
far been able to maintain a very 
sound equity position and retain 
the confidence of American inves. 
tors. At the recent price around 
154 (range this year has been 
about 161-152) it yields 5.84%, 
or a little more if the value of 
debenture subscription rights 
should be included. 





Coming Communist Bid for 
Wealth of Southeast Asia 
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The Mirage of Trade with China 


It is no wonder that in view 
of spreading business recession in 
the Far East and Southeast Asia, 
trade with China has come to be 
regarded as a panacea that will 
bail everyone out. In Japan in 
particular, Sino-Japanese trade 
promotion groups are reported to 
be showered with inquiries. 

The goods that China will need 
—all sorts of capital goods, bikes, 
electrical apparatus, industrial 
chemicals, medicaments, and even 
textiles— make very tempting 
reading for the Japanese manv- 
facturer, who has found it hard 
to modernize his plant because of 
the lack of investment funds, and 
who in some lines finds it diffi- 
cult to compete in international 
markets. This is especially true 
of the Japanese machine-building 
and metal working industries— 
the ones that are likely to profit 
most from trade with Red China. 
The equipment of these plants is 
antiquated and worn out as a 
result of wartime abuse. 

But the Indonesians, Malayans, 
Indians, and British are also all 
expecting rich plums from the 
resumption of trade with China. 
They are all likely to press for 
the liberalization of restriction 
now placed on the shipment of 
strategic and capital goods to the 
mainland. The British are for in- 
creased trade between Japan and 
China for the simple reason that 
there will be less competition for 
their own products in world mar- 
kets if Japan concentrates on the 
development of her China trade. 

Thus with the shooting war 
ended it will be difficult to keep up 
the present embargo on trade 
with China, particularly if the 
economic situation in Japan de- 

(Please turn to page 742) 
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teriorates and if some general 
settlement is reached in both 
Korea and Indo-China. The Chi- 
nese mainland is, after all, a 
natural market area for Japan. 
Many products such as cotton, 
timber, wood pulp (for paper and 
synthetic textile fibers), coal, iron 
ore, and other products that Ja- 
pan formerly obtained from Man- 
churia now have to be hauled half 
way around the world —often 
from the Atlantic ports of the 
United States. If bulky raw ma- 
terials could be obtained nearer 
to Japan, costs would be reduced 
and many Japanese products 
would be competitive again. It is 
estimated, for example, that 
American coal costs a Japanese 
steel producer at least $10 more 
per ton than it does the American 
mill. 

However, it is doubtful that 
even a complete freeing of trade 
with China could avert an eco- 
nomic crisis in Japan or help 
much to raise the purchasing 
power of Southeast Asia coun- 
tries. The China trade is simply 
not large enough. At present 
China’s imports and exports are 
estimated at about $1 billion 
each; about 70 per cent of this 
trade at present is with the Soviet 
orbit. Presumably China’s total 
trade could be increased to $2 
billion a year; whether this will 
occur or not will depend above 
all upon the ability of the Chinese 
communists to pay for imports 
with such products as cotton, 
timber, wood pulp, iron ore, coal, 
soybeans (all from Manchuria), 
textiles, non-ferrous minerals and 
tung oil. Some of these products 
will be needed by China’s own 
industries and it is far from clear 
just how much exports can be 
expanded. 

Modification of the embargo on 
trade of the Asian countries with 
Communist China is a problem 
that the United States will have 
to consider before long, together 
with the matter of admitting or 
not admitting Red China as a 
member of the United Nations. 
As in the case of recognition, 
there would be advantages in 
freeing the trade with China and 
making her less dependent upon 
the Soviet Union. But there would 
be equally great disadvantages if 
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the cold war between the East 
and the West should intensify 
again. 

Moreover, the assertion of the 
Chinese communists that they are 
ready to buy anything that the 
Western World may have to offer 
in the way of capital goods needs 
proof. Those Japanese that are so 
eager to begin trading with China 
should be reminded of the words 
of Japan’s Trade Minister: “The 
days when Japan controlled Man- 
churia and much of China are 
gone. We can no longer dictate 
our trade terms, provide our own 
markets and thereby insulate our 
econom;’. Trade is controlled by 
the Chirese Communist Govern- 
ment to suit its own purposes and 
objectives.” Whether the pur- 
poses and objectives of the Chi- 
nese Communists can ever be 
made to harmonize with those of 
the Western World remains to be 
shown. 
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research, a major portion of 
which has been for product de- 
velopment. Its policy has been to 
constantly re-vitalize its business 
by adding new and profitable 
products, improving the old, and 
divesting itself of the obsolete, 
its purpose being to develop a 
wider base of earning power. 

Current market price of around 
54 for the common shares reflects 
the value put upon the issue for 
its long-range growth potentials. 
At this level the stock yields 4.5 
per cent, but with a higher divi- 
dend not improbable, this yield 
would be increased. 


American Viscose 


Available at about 40% under 
last year’s high of 69% at the 
present price of about 41, Ameri- 
can Viscose stock has gone a long 
way towards discounting the drop 
in earnings which the company 
has experienced in the past sev- 
eral years. 

Basically, the company is one 
of the most strongly entrenched 
in the industry and by the end of 
this year, through new facilities 
almost nearing completion, will 
have a productive capacity of 607 
million pounds of acetate prod- 
ucts and cellophane in which it is 
one of the world’s largest factors. 


Exclusive of the cost of acquiring 
the Sylvania cellophane business, 
American Viscose has expended 
$150 million for capital improve- 
ments in the period 1946-1952. 
Another $32 million, about the 
same as in 1952, will have been 
expended for these purposes by 
the end of 1953. As a result of 
these improvements, the company 
has placed itself in as strong a 
position as possible to meet fu- 
ture competition. In addition, re- 
search activities, leading to pos- 
sible new products, are extensive. 


Subject to lower demand for 
some of its products in 1952, 
earnings went off from $5.37 a 
share in 1951 to $4.88 a share in 
1952. For the first six months of 
the current year, earnings were 
$1.85 a share but this included 
the relatively poor first quarter 
when a 83-day strike at the com- 
pany’s West Virginia Nitro rayon 
staples plant affected operations. 
The second quarter results were 
at the annual rate of about $4 a 
share, somewhat under last year’s 
earnings. With constant efforts 
at improving efficiency and econ- 
omy of operations, the company 
should be able to maintain a rea- 
sonable profit margin on a some- 
what smaller volume of sales than 
in recent years. Last year’s opera- 
tions were at the rate of about 
80% capacity and, based on first 
half sales of 1953 of $119 million, 
it would seem that the company 
will be able to operate at close to 
80% capacity for the full year. 


So far as earnings are con- 
cerned, the regular quarterly divi- 
dend of 50 cents a share would 
appear secure as it is being 
earned almost twice over. There 
may be some doubt, however, 
about the 50 cents a share extra 
paid last year. This does not de- 
rive from inadequate earnings 
but rather from the fact that 
working capital has declined ow- 
ing to increased investments, par- 
ticularly in the Chemstrand Cor- 
poration and the Ketchikan Pulp 
Company. This has brought about 
a decline in working capital of 
from $104 million at the end of 
1951 to $77 million June 1953. 


On a $2 annual basis, the yield 
would be a trifle short of 5% on 
the basis of the current price of 
41. On the basis of a $2.50 annual 
dividend, including the 50-cent 
extra, the yield would be 6%. On 
either basis, the stock commends 
itself to the patient long-term 
holder. 
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Report may be obtained upon 

request to the General Office: 

20 North Wacker Drive, 

Chicage 6, or to the Corporate 

Office: 61 Broadway, New 
York 6 
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INTERNATIONAL MINERALS & CHEMICAL CORPORATION 


FINANCIAL HIGHLIGHTS 


Net Sales 


Earnings Before Income Taxes 


Income Taxes 


Percent Income Taxes to Earnings Before Income 


28.85% 
. $7,030,176 


Taxes 


Net Earnings for the Year 
Percent Net Earnings to Sales 


1953 


Year Ended June 30 
$88,837,456 
$9,880,176 
$2,850,000 


7.I1%G 


Earnings Per Share of Common Stock Outstanding 


June 30 


Percent of Net Earnings Distributed as Dividends .... 


Earnings Retained in the Business 


Common Stockholders’ Equity 


Equity per Share of Common Stock 


Working Capital at End of Year 
Ratio of Current Assets to Current Liabilities 


Expenditures for Capital Additions 


Excess Profits Tax Exemption 
including Percentage Depletion 
Long-Term Debt 
3.65% Subordinated Debentures........ 
3%Q% Term Loan......... 


2%% Purchase Money Mortgage... ee 


UOT re renee ke Fi ee ec owe 
Number of Stockholders... 2... 0.....00000000.... 


$2.87 
57.66% 


$2,976,345 


..$67,638,349 


$29.20 


...$35,438,362 


5.8 to 1 
$19,567,779 


$14,000,000 


$20,000,000 
$10,700,000 
$625,000 


$77,471,349 
10,779 





1952 
Yeor Ended June 30 
$84,570,447 
$9,678,251 
$3,025,000 


31.26% 


$6,653,251 
7.87% 


$2.90 
56.86% 


$2,869,944 
$59,222,317 
$27.40 


$27,879,094 
6.4 to 1 


$10,059,531 


$10,586,950 


$11,350,000 
$750,000 


$69,055,317 
10,947 
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The Movies in Flux 





(Continued from page 728) 


“Never Wave at a Wac,” “In Old 
Caliente,” or “South Sea Wo- 
man,” all of them 2-D films, or 
even the 3-D “Bwana Devil” and 
“Fort Ti,” aside from the novelty 
of depth, do not offer enough com- 
petition to pull the public away 
from their TV sets were it not for 
the low level to which TV offer- 
ings sink during the summer 
months. Loew’s evidently aware 
of this. From the conferences, re- 
cently concluded between the 
executives of Metro-Goldwyn- 
Mayer and the company’s studios, 
has come the decision to cut-back 
the production of so-called “in 
between” pictures, the compara- 
tively inexpensive productions, 
and to concentrate on producing 
potential money makers. In other 
words, Loew’s will attempt to 
produce better stories and more 
elaborate productions of the type 
that the public expects of first- 
run houses. 

Evidently, 20th Century-Fox 
figures this to be a good decision 
and are going to adopt very much 
the same policy. It has already 
made additional cuts in its studio 
staff to bring operating overhead 
into line with the new policy of 
turning out fewer but bigger pic- 
tures with the new CinemaScope 
process. To quote an official of the 
company: We found that in mak- 
ing 15 to 16 pictures a year in- 
stead of 30 to 40, including some 
not so big ones, we do not require 
the services of so many people.” 

The decisions point up the 
transition going on in the produc- 
ing end of the business. In all 
likelihood, a transition will take 
place in the exhibiting end. To 
begin with, the number of film 
theatres has narrowed consider- 
ably. Opinions may differ as to 
why thousands of houses have 
gone out of business. Some hold 
to the belief that many have 
closed up shop because of neigh- 
borhoods changing from residen- 
tial to business, or that these 
houses were marginal operations, 
getting by on a shoestring, spe- 
cializing in cheap pictures, or 
mismanaged. Any one of these 
reasons may have merit, but the 
truth is that many, if not most, 
went out of business because the 
price of admission was too high. 
In the not so long ago, it was a 
casual event for a family to go to 
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the movies. Nowadays, going to 
the movies is an event. Despite 
the higher national income in 
which most families are sharing, 
few are willing to pay out $3.00 
or $4.00, or more, to a neighbor- 
hood movie theatre for a couple 
of hours diversion. They have TV 
to fall back upon. 


Movie houses along the “main 
Stem” in any town, the first-run 
exhibitors, can, as a rule, fix their 
tariff at a high level and get it 
from people who are out for the 
evening, but even these houses 
can’t jack prices up to where 
they are comparable with those 
charged for “live” shows. There 
can be no question but that the 
so-called neighborhood movie 
theatres provided a_ substantial 
amount of “bread and butter” to 
the producers. If, as the Council 
of Motion Picture Organizations 
claims, thousands of movie houses 
will close before the end of 1953, 
because of failure to get relief 
through repeal of the admission 
tax, then it must be recognized 
that the entire motion picture in- 
dustry must prepare to operate 
along the lines hinted by M-G-M 
in confining productions to big- 
budget films that are capable of 
sustained runs, producing suffi- 
cient box office revenue to make 
them profitable. 


This is not too dismal an out- 
look were it not for other possible 
complications. One of these could 
be the battle between the pro- 
ducers for first-run showings. In 
this connection, it should be borne 
in mind that the big producers 
have been separated from the 
control of theatres under terms 
of court decrees, although Loew’s 
still operates 171 theatres, includ- 
ing three in Canada and 39. abroad, 
while Paramount Pictures Corp., 
earnings are being supported by 
the 400-theatre chain of the Fa- 
mous Players Canadian Corpora- 
tion, wihch is 67% owned through 
a subsidiary. 20th Century-Fox 
has turned over its theatre in- 
terests to the National Theatres 
Corp., but continues to have a 
substantial interest in theatres 
in foreign countries. Warner 
Bros., now in the process of sepa- 
rating its producing activities 
from the exhibition end of the 
business, continues to hold 
through a foreign subsidiary a 
3714% interest in 400 theatres 
operating in Great Britain. 


Whatever ray of optimism, 
however, that brightens the out- 
look for the industry is dimmed 


to some extent by further devel. 
opments in TV, especially TV in 
color. It was only a few weeks 
ago that the Federal Communi- 
cations Commission proposed 
adoption of a “compatible” color 
television system which can be re. 
ceived in black and white on pres. 
ent sets, with two major net- 
works, the National Broadcasting 
and the Columbia Broadcasting 
Systems, being given permission 
to test the color transmission on 
their own stations. This develop- 
ment gives rise to the question, 
how far away is color television? 
Possibly, no further than 1955. 

Considering all things, there 
appears to be no reason to get 
excited over the possible rejuve- 
nation of the motion picture in- 
dustry. It has a long, tedious and 
uphill road ahead.of it. At the mo- 
ment there is little, if any, found- 
ation for the enthusiasm voiced 
in some quarters over the shares 
of most of the producing com- 
panies. 

On the other hand, the chang- 
ing conditions in the industry 
should bring forth some beneficial 
results. Most of the big producers 
have already taken steps to put 
their houses in order, getting rid 
of unnecessary overhead, cutting 
studio staffs and, in general, 
achieving tighter control of pro- 
duction expenses. These moves 
should help, and if theatre attend- 
ance continues to improve, al- 
though this constitutes a very big 
“if,” the producers should be in 
for “better times.” As to that, 
however, much depends upon how 
many box office hits each can 
produce. 

From the latter standpoint, 
Universal Pictures, controlled by 
Decca Records, has piled up the 
most success. Its earnings have 
been in a trend contrary to that 
of the industry in the three years 
to the end of 1952. There is evi- 
dence that the uptrend will be 
extended this year with net in- 
come surpassing that of 1952, 
amounting to $2.15 a share, Para- 
mount Pictures also shows prom- 
ise this year of a small gain over 
1952 net income of $2.11 a share. 
Its net for six months to July 4, 
last, amounted to $1.29 a share 
before adding 20 cents a share 
net interest in undistributed earn- 
ings of partially owned non-con- 
solidated subsidiaries. The appar- 
ently good showing of American 
Broadcasting - Paramount Thea- 
tres for the 1953 half-year was 
made possible by inclusion of 
capital gains equal to $1.09 a 
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share. Without this, net for the 
first six months, equal to 51 cents 
a share, declined from 71 cents a 
share in the same period of 1952. 
These and other companies in 
both the production and theatre 
operating divisions of the motion 
picture industry may, over the 
long-term, show greater earning 
power. As of now, however, they 
are entitled to no greater rating 
than speculative, but as such, may 
have possibilities, for those who 
have venture capital to employ. 
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payments in most past years. It 
might be increased in due time. 
As it is, this will be the fourth 
consecutive year of increased an- 
nual payments. The dividend rec- 
ord has been excellent and un- 
broken since formation of the 
company in a 1929 merger. At 
37, this income stock offers a yield 
of more than 6.4%, 


Scovill 


As a company, Scovill Manu- 
facturing is interesting in several 
respects. It is one of the oldest 
enterprises in the country. It has 
paid some dividend each year 
since 1855 or for nearly 100 years. 
Its product line includes over 
15,000 items, mostly made from 
brass. But as a stock, Scovill lacks 
interest. It is one of the Good- 
Name _ stocks—others have been 
cited here before—which long 
have been going no place in par- 
ticular. It goes down sharply in 
bear markets, up in bull markets; 
but remains under past highs. 
Thus, it reached 66 in 1929, but 
only 55 in 1937, only 47 in 1946; 
and its latest high was 38, made 
as far back as 1951. You are 
more likely to lose, than to make, 
money in a stock with that back- 
ground pattern. 





THE WORLDLY PHILOSOPHERS 
By ROBERT L. HEILBRONER 


This is the story of those academic 
scribblers—from Adam Smith through 
Malthus and Ricardo, Karl Marx, Thor- 
stein Veblen, Lord Keynes himself, to 
the economists now wrestling with the 
problems of our contemporary world. 
Their subjeet—economics—has been call- 
ed the dismal science, but their private 
lives were full of strange and curious 
events, and the private world of ideas 
they built around themselves make fas- 
cinating reading. 


Simon & Schuster $5.00 
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HOW LONG WILL THIS , 
WELL PUMP O12 ~— |: 


Oil wells in the recently formed SACROC Unit in Scurry County, Texas, 
have been producing oil for more than four years. Reservoir engineers 
believe that the unit can produce for at least 20 more years at the same 
rate it is producing today. If nothing were done to the wells during that 
time, the production of oil would naturally decline. However, with modern 
oil recovery methods by water and gas injection and pressure maintenance 
in the producing formations, engineers estimate that the production from 
this unit area of approximately 49,000 acres may be increased from 
501,000,000 barrels to 1,224,000,000 barrels. 

Under normal operating procedures usually only from 15 to 30 per 
cent of the oil in place underground can be produced by primary production 
methods. When reservoir engineers can treat an entire oil field as a single 
operating unit under pressure regulation, up to 80 per cent of the oil in 
place may be produced. 

Modern methods of reservoir engineering are proving a most valuable 
means of increasing the ultimate recovery of oil from SUNRAY properties. 

Reservoir engineers representing the 
more than 45 operators in the field have 
estimated that this unit operation, by a 
committee representing all the ownership 
interests, will more than double SUNRAY’s 
recoverable oil reserves from its net unit 
interest in the SACROC Project. 


Reservoir engineering is a part of the 





production magic which helps keep America’s 
industry progressive—and SUNRAY'S progress 
and America’s progress go hand in hand. 


SUNRAY OIL CORPORATION 


OFFICES e TULSA, OKLAHOMA 


GENERAL 
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was 25¢ per share on March 1, 
1952. 





Market in Testing Area 





(Continued from page 703) 


years. Dividends are cushioned by 
the fact that the total current 
payout is only aboutt 45% of 
earnings, against ratios 75% in 
mor or less normal pre-war years. 
There are tax cuts not far ahead, 
which are on the cushioning side 
for earnings of companies subject 
to EPT, and for disposable con- 
sumer income. 

Stocks are more strongly held 
by investors than in the past. Yet 
as long as demand is inadequate, 
the minority of sellers will put 
prices down. There is always de- 
mand equal to supply, of course, 
but only at a price. The current 
trend is a trend toward lower 
asking prices by sellers and lower 
bid prices by buyers. It is im- 
probable that institutional de- 
mand will make a decisive differ- 
enee one way or the other. Over 
a period of time the selling of 
open-end mutual funds and of 
closed-end investment trusts 
might about balance the buying 
by pension and other institutional 
funds, whose managers operate 
to some extent on a dollar-averag- 
ing basis. But with the latter even 
temporarily deferring purchases 
to get lower prices, selling by mu- 
tual funds can at any time—in- 
cluding the present one—put add- 
ed weight on the market. 

There is, of course, no basis for 
altering the conservative, selec- 
tive policy we have advocated for 
some time heretofore. — Monday, 
September 14. 





As I See It! 
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see that, in reality, it is a victory 
for a new and potentially power- 
ful Germany, which intends to be 
fully in command of its own des- 
tiny. In the long run, probably 
neither we or the Russians will 
be able to do much about it. 
Among the first things we may 
expect is pressure by the Germans 
to increase their trade with the 
East. This is already clearly in 
evidence. German businessmen 
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are not particularly bothered by 
such considerations as ideology 
and, if they can make a favorable 
trade deal with. the Soviet bloc, 
they will do it, regardless of our 
wishes. 

It would appear that we have 
gotten ourselves what may even- 
tually prove to be an unmanage- 
able. ally. It is true that we need 
his strength at this particular 
juncture of world affairs, with the 
Soviets posing an ever more seri- 
ous threat to the peace and sta- 
bility of the world. But in our re- 
lief at the moment, let us not ig- 
nore historic German expansionist 
pressure through any means 
available. We need not fear this 
under Chancellor Adenauer, who 
is first and foremost a good Euro- 
pean, but Germany has many 
times in the past shown she will 
follow a “strong” man. It would 
not be pleasant for the rest of us 
if the strong man to follow Ade- 
nauer turned out to be more of 
an old-time German nationalist 
and less of a European. 
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fleet 25 Douglas DC-7s. These will 
fly the transcontinental route, re- 
ducing flying time by 50 minutes 
on the eastward journey and by 
one hour on the westward trip to 
Los Angeles. This new equipment 
will involve expenditures of ap- 
proximately $56 million which 
the company can meet by draw- 
ing upon internal funds. Other 
deterrents to a near-term in- 
crease in dividend payouts may be 
the desire of management to cut 
funded debt which now stands at 
$30 million. 


Eastern Air Lines, after top- 
ping all previous records in 1952, 
appears destined to establish new 
records in the current year. For 
the first half, revenues set an all- 
time high at $76.9 million, a gain 
of $17.6 million over last year’s 
first six months. Excluding profits 
from sale of aircraft, net income 
of $2.4 million equal to $1.00 a 
share increased about one-third 
over that of the corresponding 
period of 1952. By March, 1954, 
Eastern expects to have in opera- 
tion 14 new Lockheed Super-Con- 
stellations. delivery of which will 
begin next November. Although 
new equipment will increase de- 
preciation charges this year and 


THE 


next, higher traffic volume, great- 
er efficiency and absence of sey- 
eral non-recurring unfavorable 
factors felt in 1952, are expected 
to find reflection in this year’s net 
income which should parallel the 
$3.43 a share Eastern reported 
for the preceding year. There is 
little likelihood, however, of an 
immediate improvement. in the 
present 25 cents semi-annual divi- 
dend. This rate should be: main- 
tained, but a more liberal payout 
will be governed by the cash re- 
quirements of the company’s ex- 
pansion plans. 

Other lines are also showing an 
uptrend in both revenues and 
earnings. National Airlines, for 
the fiscal year ended last June, re- 
ported net income from operations 
at $2.05 a share, to which it added 
$1.94 a share in profits from sale 
of property to bring the total to 
$3.99 a share. Net in the preceding 
year amounted to $1.62 a share to 
which was added 48 cents a share 
in profits from equipment sales. 
In the six months to June 30, 
United Air Lines’ operating rev- 
enues increased by better than 
$10.5 million over the first 1952 
half, bringing the total to $83 
million. However, expenses in 
connection with integration of 
Convair 340 planes and higher 
operating costs held net for the 
period to $1.45 a share, compared 
to $1.43 a share in the first half- 
year of 1952. Scheduled for de- 
livery in 1954 are 25 DC-7s and 
15 more Convair 340s. This new 
equipment will be financed from 
proceeds of debentures and pre- 
ferred stock sold last year, and a 
$45 million credit, as yet un- 
touched. United should hold to its 
25 cents quarterly dividend rate 
and no doubt will repeat in 1953, 
a year-end extra of 50 cents a 
share. No change is anticipated 
in National’s current 25 cents a 
share semi-annual dividend pay- 
ment. 

There is no question that air 
travel is growing steadily in 
popularity. This is substantiated 
by the constantly increasing vol- 
ume of passenger revenues of the 
industry which are being aug- 
mented by a consistent increase 
during recent years in freight 
revenues. The latter promises to 
grow in importance. In the ac- 
companying table are listed the 
various domestic air line com- 
panies and a tabulation of 1953 
interim earnings and other data, 
together with comments on earn- 
ings and dividend outlook for 
1953 and into 1954. 
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The Bus Companies 


Higher equipment costs, higher 
operating costs, including higher 
wages for operators and mainte- 
nance crews as well as other em- 
ployees continue to put a blight 
on bus operating companies. In- 
creased fares do not seem to be 
the answer to the problems of 
urban, inter-urban or transcon- 
tinental bus companies. 


This is aptly illustrated by the 
Greyhound Corp., the largest of 
all the operators with a bus sys- 
tem that traverses the U. S., from 
one coast to the other. During the 
first six months of the current 
year, Greyhound operated 263.5 
million bus miles from which it 
derived operating revenues of 
$115.1 million. These somewhat 
astronomieal figures boil down to 
net earnings equal to 48 cents a 
share. Comparison with opera- 
tions and earnings in the first half 
of 1952 would produce a distorted 
picture. In that period Greyhound 
had to endure two labor distur- 
bances in the form of a 79-day 
strike on its Pacific Greyhound 
Lines and a 13-day strike on the 
Northwest Greyhound Lines. But, 
at that, net earnings of 41 cents a 
share for the first six months of 
last year were only 7 cents a 
share less than were realized in 
the 1953 first half-year when the 
company was free of strikes and 
had the benefit of operating rev- 
enues of the Overland Greyhound 
Lines which it acquired in Octo- 
ber, 1952. 


By cutting depreciation 
charges this year by seven-tenths 
of a cent a bus mile, Greyhound 
was able to hold operating ex- 
penses per mile to 38 cents, as 
compared with 38.2 cents in the 
1952 first half-year, but lost a 
half-cent of this saving to oper- 
ating expenses per bus mile, thus 
offsetting a four mills gain in 
operating revenue per bus mile. A 
factor that weighs heavily upon 
Greyhound is the enormous tax 
burden it has to bear. Operating 
taxes in 1952 totaled almost $18 
million. To this was added $20.6 
million in federal and state in- 
come taxes, and $905,800 EPT, 
to bring the company’s tax pay- 
out to $39.4 million, the equiva- 
lent of $3.03 a share on the com- 
mon stock. The possible demise of 
EPT next January would mean 
little in the way of a tax saving 
for the 10.6 million shares of out- 
standing common stock. Earnings 
for the last half of this year, re- 
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flecting greater summer travel, 
should improve over the first six 
months and provide a fairly com- 
fortable margin for current an- 
nual dividend requirements. 


The Shipping Companies 


As long ago as 1951, there were 
signs that our merchant marine 
was heading into some rough 
seas. Since then the waves 
formed by high operating costs 
dwindling cargo tonnage, and in- 
creasing competition from for- 
eign bottoms, have been buffeting 
the American shipping lines with 
increasing force. Wages of crew- 
men already high in comparison 
with those paid on ships flying 
the flags of other nations are now 
higher than ever following in- 
creases of 6, 4, and 2 per cent ac- 
cording to rating, granted last 
June upon the expiration of the 
old agreement with the NMU. 
Additionally, the shipping lines 
are burdened with the obligation 
of paying so-called “war bonus” 
to crews during the time when a 
ship is in European waters. This 
war-bonus clause, however, will 
extend only to the 30th of this 
month, but whether the seamen’s 
union will ask for an extension or 
demand something “just as good” 
in lieu thereof is a question. 

The fact that American seamen 
are the highest paid of any in the 
world puts the American mer- 
chant marine at a disadvantage in 
competing with foreign merchant 
fleets. These fleets, incidentally, 
are increasing in size. More than 
400 merchantmen, grossing a 
total of 3 million tons were afloat 
at the end of 1952 than a year 
earlier. This number excludes 
vessels on the Great Lakes and 
inland waterways, and those built 
for special non-cargo work or for 
the military. Japan, Italy and 
Liberia showed the largest in- 
creases, these being 56, 49 and 43 
vessels, respectively. Passenger 
business for most American lines 
held up well in the first half of 
this year. The Coronation in June 
boosted trans-Atlantic travel, but 
passenger revenues make up not 
more than 25% of total revenues 
of companies like the United 
States Lines, operating the S.S. 
United States and American Ex- 
port Lines with its S.S. Inde- 
pendence and the Constitution. 
They, as well as Moore-McCor- 
mack, American - Hawaiian, 
American Export, and Atlantic, 
Gulf & West Indies, look to 

(Please turn to page 748) 














@ versatility for many 
heavy-duty operations 
@ the easy mobility of a moter truck 


—all are combined in the MICHIGAN 
Exeavator-Crane: another prodvet of 





EQUIPMENT 


symbol of resourceful leadership in Power 
Transmission Engineering. 


CLARK EQUIPMENT COMPANY 
Construction Machinery Division 
BENTON HARBOR, MICHIGAN 
OTHER PLANTS: BUCHANAN e BATTLE CREEK 
and JACKSON, MICHIGAN 


Products of CLARK EQUIPMENT... 
TRANSMISSIONS © AXLES (Front and Rear) @ AXLE 
HOUSINGS © TRACTORUNITS © FORK TRUCKS AND 
TOWING TRACTORS © ROSS CARRIERS e POWRWORKER 
HAND TRUCKS © POWER SHOVELS © ELECTRIC STEEL 
CASTINGS © GEARS AND FORGINGS 





INTERNATIONAL 
(iti _ SHOE 
(f D) company 


St. Louis 


170" 


CONSECUTIVE DIVIDEND 
Common Stock 


A quarterly dividend of 60¢ per 
share payable on October 1, 
1953 to stockholders of record 
at the ciose of business Septem- 
ber 15, 1953, was declared by 
the Board of Directors. 
ANDREW W. JOHNSON 


Vice-President and Treasurer 


> 


September 1, 1953 














LOEW'S INCORPORATED 


MGM PICTURES - THEATRES - MGM RECORDS 


September 8, 1953 
x3) The Board of Directors has declared 
a dividend of 20c per share on the 


outstanding Common Stock of the 

>< Company, payable on September 

30, 1953, to stockholders of record at the close 
of business on September 15, 1953. Checks will 


be mailed 
CHARLES C. MOSKOWITZ 
Vice Pres. & Treasurer 
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freight revenues to supply the 
better part of net earnings. 

Freight business in the past 
few years was helped by the 
heavy cargo shipments from this 
to foreign countries under the 
European aid program. Cutbacks 
in these shipments have effected 
the subsidized lines, as well as the 
non-subsidized operators and the 
tramp ships. A situation could de- 
velop that might bring on some 
rate cutting. 

In short, uncertainties relative 
to future earnings and the varga- 
ries surrounding possible Con- 
gressional action on present sub- 
sidies and those now being asked 
for by the present non-subsidized 
operators, stamp the stocks of the 
shipping lines as speculative and 
create some doubt as to how long 
some of the companies will main- 
tain dividend payments at cur- 
rent rates. 





Can Oils Maintain 
Earnings Pace? 





(Continued from page 721) 


suring for the long pull. Confi- 
dence in the industry also is 
strengthened by the knowledge 
that markets are enlarging and 
broadening for petroleum prod- 
ucts. Although the greatest areas 
of consumption are in supplying 
fuel for gasoline and Diesel en- 
gines as well as in caring for 
household heating equipment, 
nevertheless the use of natural 
gas and other petroleum prod- 
ucts in industry is becoming a 
major factor contributing to 
growth. The expansion of the 
petrochemical industry in recent 
years, for example, has been al- 
most unbelievable. Many wonder- 
ful new products serving man- 
kind and agriculture have been 
brought to market. Researchers 
agree that the horizon in this di- 
rection is almost unlimited. 
Conversion of crude oil to 
chemicals which bring fancy 
prices is important in widening 
profit margins. That fact explains 
the industry’s huge expenditures 
in recent years in construction of 
laboratories, refineries, natural 
gasoline plants and all manner of 
modern installations. Production 
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of organic and other chemicals 
from petroleum is one of the most 
rapidly expanding activities in 
the business world. Output in this 
division of the oil industry is esti- 
mated to have topped $1.5 billion 
last year and promises to run well 
ahead of that figure for 1953. 
Eventually petroleum may be- 
come the source of more than half 
of the chemicals produced in this 
country, it is estimated. 

If keener competitive condi- 
tions are approaching, as_ in- 
formed observers surmise, it is 
comforting for investors to know 
that leading integrated oil com- 
panies are well prepared for such 
a prospect. Earnings have been 
well maintained through the first 
six months this year in spite of 
rising operating costs and great 
progress has been made in 
strengthening physical facilities. 
Moreover, steps have been taken 
to maintain profit margins. Crude 
oil prices were advanced in most 
producing areas in this country 
as well as in South America and 
the Middle East. Comparable ad- 
vances were effected on many re- 
fined products. Despite strong 
pressure in high places, a large 
proportion of the advance has 
been held. No “price war” in 
gasoline has developed despite 
shading of quotations in some 
highly competitive areas. 

Whether or not domestic output 
will be so regulated that accumu- 
lation of excessive inventories 
can be avoided remains to be 
seen. Industry observers feel, 
however, that if stocks of gaso- 
line remain unduly high as the 
seasonal decline in motoring ap- 
proaches in the next few weeks, 
further cutbacks may be expected 
in crude production. Such a pro- 
gram would be deemed construc- 
tive for the industry, even though 
a few individual companies ob- 
taining most of their crude sup- 
plies from Texas might feel the 
pinch of reduced sales. Already 
the prospect of such a develop- 
ment has suggested the possi- 
bility of lower earnings in the 
second half for producers depen- 
dent largely on output in the Mid- 
continent area. 

In appraising the outlook for 
individual companies, the accom- 
panying compilation of vital sta- 
tistics will be found useful. A 
study of the tabulation discloses 
that earnings of a great majority 
of principal companies held up 
well in the first six months. Re- 
sults varied only slightly in most 
cases from those in the first half 


of 1952. Some companies regis- 
tered promising gains, while a 
few showed nominal declines. 

Impressive gains recorded by 
Shell Oil and by Union Oil of 
California deserve special men- 
tion. The former’s progress is at- 
tributed in part to aggressive de- 
velopment of chemical products 
and to promotion of a premium 
priced high octane gasoline with 
a special additive for which unu- 
sual benefits are claimed. Sales 
have been spurred to such an ex- 
tent that the company shows 
promise of challenging Texas 
Company for second place in vol- 
ume. Wider margins have been 
obtained by emphasis on higher 
priced end products. Union Oil 
has felt the benefit of price ad- 
vances adopted on the Pacific 
Coast, where consumption con- 
tinues to set a high national pace. 
Expansion has been financed by 
retention of earnings as well as 
by proceeds of sales of tankers 
and an interest in a pipe line. 
Capital gains of a non-recurrent 
nature have strengthened the 
financial position. 

On the other side of the pic- 
ture, the showing of Sinclair Oil 
promises to make a disappointing 
comparison with 1952 partly be- 
cause last year’s results were fat- 
tened by a non-recurring profit 
from the sale of an investment in 
the Colorado Interstate Gas Co. 
Rising exploration costs and less 
satisfactory margins on residual 
oils contributed to the company’s 
less favorable showing. 

Moderate improvement has 
been achieved by Amerada, Con- 
tinental Oil, Gulf Oil, Richfield, 
Seaboard Oil, Standard of Cali- 
fornia, Sunray, Tide Water Asso- 
ciated and Texas Company. Most 
other companies reported results 
slightly lower than in the corre- 
sponding period of 1952. 





Measuring Limits of 
Recession 
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spending, as resources were shift- 
ed out of defense work and into 
civilian uses. (See table.) 

In the light of all these con- 
siderations, how deep will a de- 
cline go today? Conclusions on 
this question obviously can carry 
no guarantee, but certain limits 
can reasonably be set. First, the 
wider share of government in 
business activity, and its in- 
creased responsibility for the 
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level of business activity, plus the 
firmness of the nation’s banking 
system and credit structure, plus 
the wider distribution of wealth 
and incomes, make a 1929-type 
halving of the industrial produc- 
tion rate so nearly impossible as 
to rule it out as a practical con- 
sideration in business planning. 

Secondly, the extremely rapid, 
although short-lived decline of 
1938, when production fell by a 
fifth, remains possible, but it has 
become unlikely. If personal in- 
comes and spending were to be- 
have as they did in 1949, a one- 
fifth decline in production would 
reduce demands of the personal 
sector by only about 5%. This 
shallow decline in demand, in the 
face of a deep decline in output, 
implies extremely rapid inventory 
liquidation—more rapid than ap- 
pears at all likely. In any event, 
such rapid liquidation would re- 
build the conditions for an upturn 
in the business trend in very short 
order. 

On the other hand, a 1949-type 
readjustment, when production 
fell by about a twelfth, is alto- 
gether possible. The 1949 decline 
was unquestionably dampened by 
the existence of World War II 
backlogs for housing and con- 
sumer durables, by a low (rela- 
tive to today) level of consumer 
debt, and by extraordinarily 
broad holdings of liquid assets by 
veterans, accumulated during the 
war and yet unspent. 

The probable extent of decline 
thus seems to lie somewhere be- 
tween the experiences of 1938 
and 1949. Within that range, in- 
tuition is perhaps the only guide, 
but most analysts who have com- 
mitted themselves to a measure 
have come close to a decline of 
one-eighth in production, or 
roughly midway between the 
1938 and 1949 declines. 
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one shown in the last issue) in 
order to determine which com- 
panies had the most consistent 
earnings record. Of the twenty- 
five listed herewith only the fol- 
‘ving had an irregular record. 
First National Stores, Monsanto 
Chemical, Montgomery Ward, 
National Dairy, National Steel, 
Radio Corp., Republic Steel, Un- 
lon Carbide, U. S. Rubber and 
Youngstown Steel. The rest, on 
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SAFEWAY STORES, 


Common and Preferred Stock Dividends 


The Board of Directors of Safeway Stores, Incorporated, on 
August 27, 1953, declared the following quarterly dividends: 

60¢ per share on the $5.00 par value Common Stock. 

$1.00 per share on the 4% Preferred Stock. 

$1.12%2 per share on the 42% Convertible Preferred Stock. 
Common Stock dividends and dividends on the 4% Preferred 
Stock and 42% Convertible Preferred Stock are payable 
October 1, 1953 to stockholders of record at the close of busi- 
ness September 16, 1953. 









MILTON L. SELBY, Secretary 
August 27, 1953 


LIBRARIAN, SAFEWAY STORES, INCORPORATED 
P.O. Box 660, Oakland 4, California 


Please send copy of your 1953 Semi-Annual Report 
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the whole, were consistent gain- 
ers though not necessarily on a 
year-to-year basis. 


Individual Factors 


While increased corporate tax- 
es, including the excess profits 
tax, had an especially severe ef- 
fect on earnings in general for 
the period 1951-1952, and includ- 
ing the first six months of 1953, 
various groups were affected in 
addition by individual factors. 
Thus, chain stores and food pro- 
cessing companies were affected 
by federal controls during their 
life and now, presumably, should 
benefit from the end of controls. 
The chemicals in the past year 
especially showed a lower profit 
margin, due both to the excess 
profits tax and also to the begin- 
ning of a more competitive situa- 
tion, which still prevails. Radio 
Corporation, despite a sustained 
increase in sales, was affected to 
some degree by higher taxes and 
increased operating costs. 

Space does not permit a de- 
tailed analysis but it is interest- 
ing that the following are the only 
companies, among the fifty listed, 
which, on the whole, experienced 
gains in sales or gross revenues; 
either increased or held their 
profit margins; and increased 
earnings per share since 1946: 
Johns Manville, Kennecott, Na- 
tional Lead, Phillips Petroleum, 
Socony Vacuum, Southern Pacific, 
Standard Oil of California, Stan- 
dard Oil of New Jersey, Texas 
Co., Union Pacific, and Westing- 
house. 

In determining the fundamen- 
tal earnings trends of the leading 
companies, it is necessary to re- 
late them to basic financial devel- 
opments, especially working capi- 
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THE ELECTRIC STORAGE BATTERY 
COMPANY 
212th Consecutive 
Quarterly Dividend 


The Directors have declared from the 
Accumulated Surplus of the Company a 
dividend of fifty cents ($.50) per share 
on the Common Stock, payable Sep- 
tember 30, 1953, to stockholders of 
record at the close of business on Sep- 
tember 14, 1953. Checks will be mailed. 
H. C. ALLAN, 
Secretary and Treasurer 


Philadelphia, September 4, 1953. 
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Dividends were declared by the 
Board of Directors on 
Sept. 10, 1953, as follows: 


4% Cumulative Preferred Stock 
46th Consecutive Regular 
Quarterly Dividend of One Dollar 
($1.00) per Share. 


$5.00 Par Value Common Stock 
Regular Quarterly Dividend of 
Forty Cents (40¢) per Share. 


Both dividends are payable Sept. 30, 
1953, to stockholders of record at the 
close of business Sept. 21, 1953. 


Checks will be marled. 


Robert P. Resch 
Vice President and Treasurer 


* 


INTERNATIONAL MINERALS 


& CHEMICAL CORPORATION 
General Offices: 20 North Wacker Drive, Chicago 6 





tal and liquidity. From the inves- 
tor’s viewpoint, the interrelation- 
(Please turn to page 750) 
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ship between earnings trends and 
finances is of the utmost impor- 
tance as it dictates management’s 
long-term dividend policies. For 
this reason, it is suggested that 
readers carefully examine the 
tables not only with respect to 
earnings data but also with re- 
spect to data on working capital 
and liquidity. 

Analysis of the tables covering 
the fifty leading companies high- 
lights three central facts: first, a 
fairly sustained record of earn- 
ings growth since the end of 
World War II; second, a simul- 
taneous growth in working capi- 
tal, and, third, a pronounced de- 
cline in recent years in liquidity 
(percentage of cash and the equi- 
valent to current assets). 

With regard to industrial com- 
panies, working capital gains, 
with many variations according 
to individual cases, were mainly 
due to the following: (1) conser- 
vative dividend policies, permit- 
ting retention of substantial por- 
tions of net income; (2) larger 
allocations for depreciation and 
depletion; (3) refunding of 
short-term into longer-term obli- 
gations; (4) increases in inven- 
tory values; (5) utilization by 
many companies of the govern- 
ment’s accelerated depreciation 
allowance for construction rela- 
ted to defense, which otherwise in 
part would have had to be fi- 
nanced through absorption of the 
requisite amount of working 
capital. 

Speaking generally, in consid- 
ering working capital gains, it is 
necessary to make allowance for 
the amount of funds secured 
through financing, either through 
long-term issues or _ equities. 
Otherwise, a somewhat mislead- 
ing picture will be obtained by 
accepting working capital figures 
at face value. Nevertheless, with 
these qualifications in mind, it is 
doubtless true that the true work- 
ing capital position of the leading 
companies has_ been _ greatly 
strengthened in the post-war pe- 
riod in terms of meeting in- 
creased business, generally. 

Of the fifty companies listed, 
it is notable that there were only 
ten instances of declines in work- 
ing capital. Three of these were 
in the rails: Atchison, Southern 
Pacific and Union Pacific, arising 
from extensive use of funds for 
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capital improvements, instead of 
through long-term borrowing. 


Two were in the public utilities, 


Consolidated Edison and Pacific 
Gas & Electric, both of which 
maintained extremely heavy new 
construction and improvement 
programs, drawing heavily on 
working capital. The most inter- 
esting of the other instances of 
declines in working capital were: 
Aluminum Company of America 
and U. S. Steel Corporations, both 
of which were engaged in enor- 
mous construction programs. It 
will be observed in all the cases 
mentioned, the principal growth 
rather than in any decline in 
basic earning power. 

On the whole, the liquid posi- 
tion of most companies listed in 
the tables deteriorated during the 
post-war period. Approximately 
two-thirds of the companies had a 
lower percentage of cash and the 
equivalent to current assets at the 
end of 1952 than they did at the 
end of 1946. These declines ran 
a gamut of from considerable to 
moderate. Liquidity varied from 
year-to-year but, on the whole, 
showed regressive tendencies. 
Principal factors were the neces- 
sity for paying out extremely 
large cash sums for taxes, the 
higher cost of financing inventor- 
ies, and the inability or unwilling- 
ness of many companies to fi- 
nance additional capital improve- 
ments, except through retained 
earnings. 

It must be understood, of 
course, that the factors affecting 
liquidity which have just been 
mentioned from company to com- 
pany and that each must be stud- 
ied individually to obtain a true 
picture of their financial position. 
Nevertheless, the factors de- 
scribed have had and continue to 
have a general influence on most 
corporations. 

An interesting contrast in liq- 
uidity trends is afforded by 
Sears, Roebuck and Montgomery 
Ward. Sears’ percentage of liqui- 
dity declined from 29.2% in 1946 
to 17.3% at the end of 1952. 
Montgomery Ward’s liquidity in- 
creased from 16.6% to 37.1%. 
The discrepancy cannot be ac- 
counted for by any unusually high 
percentage of dividend pay-out, 
(as compared with earnings) 
since Sear’s pay-out was 44%, 
only slightly above Montgomery’s 
pay-out of 37%. Obviously, both 
companies followed fairly conser- 
vative dividend policies. If that 
were the only factor, the liquidity 
contrast between the two compa- 


nies should have been quite small, 
The over-riding factor in this 


comparison, however, is_ that 
Sears has utilized its resources to 
the full in developing its high. 
powered expansion program 
whereas Montgomery has been 
far less aggressive. Naturally, 
this has enabled Montgomery to 
retain a larger percentage of cash 
and the equivalent than Sears. 

The conclusion may be drawn, 
therefore, that a drop in liquidity 
is by no means an unfavorable a 
factor, as would appear on sur- 
face. For a truer evaluation, ligq- 
uidity must be related to cor- 
porate policies, especially with re- 
gard to the purpose for which re. 
sources, especially cash resources, 
are utilized. 

On the other hand, liquidity 
cannot be ignored as a factor in 
determining dividend policies. 
While it has been seen that a drop 
in liquidity, when caused by 
large-scale appropriations for ex- 
pansion of facilities, is by no 
means an unfavorable symptom, 
it is nevertheless true that such 
a decline in relation to a possible 
reversal of earnings must be 
given high priority as essential 
factor in dividend policies. 

As long as the fundamental 
earnings trend is upward, as it 
has been in the main since the 
end of World War II, loss of 
ground in liquidity when caused 
by constructive factors, is not too 
significant. However, in the pres- 
ent circumstances, with a decline 
in business of some proportions 
now in sight, loss of liquidity 
could have a different connota- 
tion. In such a case, the more 
conservative the dividend policy 
in the post-war period, the less 
harmful a decline in liquidity 
when coupled with a decline in 
earnings, as such dividends pre- 
sumably would be within the real- 
istic capacity of the companies to 
pay, barring anything more than 
a mild recession. 

There is reason to believe that 
considerable improvement in liq- 
uidity of the larger corporations 
will take place in the following 
year. There are several general 
reasons for this. One is that with 
a downward curve in prospect for 
plant expansion, it will not be 
necessary to draw off such large 
cash amounts for this purpose as 
in recent years. Second is grow- 
ing evidence that inventories and 
current liabilities will be reduced, 
with a proportionate increase 10 
cash. The third is that companies 

(Please turn to page 752) 
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INCOME AND 








We want you to know that our subscribers have 
continued in a secure and advantageous position 
throughout the adjustment in security prices discount- 
ing the armistice now in effect in Korea. 


Not only were they advised specifically to keep an 
average of 57% of their funds in cash prior to the be- 
ginning of the decline .. . but also through judicious 
profit-taking we increased their cash reserves to 70%. 
This backlog has expanded in buying power as the 
market moved downward. 


Share in our Coming Profitable Selections 
Our Staff has been conducting an intensive research 
“treasure hunt” among prime companies with fore- 
sighted management and strong finances . . . where 
persistent demand for their products will bring mount- 
ing earnings to support increasing dividends and en- 
courage materially higher stock prices. These studies 
will be narrowed down to specific recommendations of 
truly undervalued issues at strategic buying points. 


Isn t this the Service 
You Want and Need 


In These Changing Times? 
-+ + TO ASSURE SUBSTANTIAL 
CAPITAL 









THREE DIVERSIFIED 
PROGRAMS FOR 
YOUR VARIED 

OBJECTIVES 










—For Backlog Investments 
—For Appreciation with Income 


—Low Priced Shares for Large 
Percentage Growth 


The Investment and Business Forecast 
brings you three, prudently diversi- 
fied programs to meet your every objective. All are 
provided under your single enrollment. 


ADDED FEATURES INCLUDE... 
Consultation by Wire and by Mail .. . To keep your portfolio on a 
sound basis, you may consult us on 12 securities at a time... 
by wire and by mail. 

Business Service .. . Weekly review and forecast of vital happen- 
ings as they govern the outlook for business and individual 
industries. 

Washington Letter . . . “Ahead-of-the-news” weekly reports from 
our special correspondent on legislative and political develop- 
ments weighing their effects on business and securities. 
ENROLL NOW to share in OUR NEW CAMPAIGNS 
TO START AT THE NEXT BUYING ZONE. 
JOIN OUR SERVICE NOW so that you will be able 
to participate in our stock selections for ABOVE 
AVERAGE INCOME AND PROFIT when they are 


issued and before their initial rally gets under way. 


And, if you will send us full data on your present 
holdings and cash position you will receive our 
advice at once—WHAT TO SELL—WHAT TO HOLD. 
You are invited to take advantage of our Special 
Enrollment Offer which provides FREE SERVICE to 
October 19, 1953. Mail the coupon below... today. 
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FREE SERVICE TO OCTOBER 19, 1953 
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. Mail Coupon 
Joday. 

' ‘Special Offer 

i 6 MONTHS’ $60 


SERVICE 


+ CJ} $10.40 one year. 
MONTHS’ 

e 12 SERVICE $100 Name sakcswdncavsgacbunsnncsensueas 

: TAR OGB ooo acces fasssecsissteste 


Complete service will start at 
* once but date from Oct. 19, 1953. 


the CT ch iiss eA) he eee is Bes be TL pee MN i en fe be stint Te oh ht 
® Subse P trons to The Forecast Your subscription shall not be assigned at List up to 12 of your securities for our 
are deductible for tax purposes. any time without vour consen:. initial lytical and advisory report. 
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SEPTEMBER 19, 1953 


THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 
I enclose [] $60 for 6 months’ subscription: [) $100 for a year’s subscription. 
(Service to start at once but date from October 19, 1953) 
one month from the day you receive my payment.) 


SPECIAL MAIL SERVICE ON BULLETINS 


Air Mail: (1) $1.00 six months: [ $2.00 
one year in U. S. and Canada. 


Special Delivery: [ $5.20 six months 


0 Telegraph me collect in anticipation of 
important market turning points...When 
to buy and when to sell...when to ex- 
pand or contract my position. 
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(Continued from page 750) 


utilizing accelerated amortization 
in the construction of plants re- 
quired for the defense effort will 
increase their depreciation 
charge-offs substantially during 
the next five years, thus enhanc- 
ing the flow of cash to the com- 
pany’s treasury. Under these con- 
ditions, it would seem that the 
prospective improvement in liqui- 
dity should do much to offset any 
temporary decline in earnings so 
far as maintenance of current 
regular dividend rates are con- 
cerned. In this respect, there is a 
very marked difference in the out- 
look for the leading companies 
and those of not so well en- 
trenched either as to basic earn- 
ing power or financial position. 





A New Era in Federal 
Regulation of Business 





(Continued from page 711) 


Chairman Jerome K. Kuykendall 
before the Senate Interstate Com- 
merce Committee during the last 
session of Congress. The House 
had passed a bill which would bar 
the FPC from regulating natural 
gas rates of those pipeline com- 
panies exporting or importing 
natural gas but whose operations 
otherwise were entirely inter- 
state. The Chairman said he 
would have no objection to pas- 
sage of the bill, but that it was 
not necessary as the Commission 
would amend its rules to exempt 
those companies from FPC regu- 
lation. 

Seaborn L. Digby, a Democrat 
and newest member of the FPC, 
on taking his oath of office made 
a statement which indicates he 
comes to his post with an open 
mind. Digby, a former Louisiana 
conservation commissioner, de- 
clared he had “no fixed views,” 
that “each matter must stand on 
its own feet,” and that no deci- 
sion of the Commission could be 
better than “the facts presented.” 

In stating the Government’s 
power policies, Secretary McKay 
made it more than plain that the 
Administration felt that the pro- 
duction, distribution and market- 
ing of electric power is a function 
of private enterprise—not Govern- 
ment—except in those very few 


instances where other factors 
such as navigation, flood control, 
irrigation and soil conservation 
made the problem one for na- 
tional Government rather than 
private enterprise. He also enun- 
ciated the policy that even in 
projects of this nature there must 
be more local management, less 
control from Washington. 


Outstanding in the power 
policy statement is this para- 
graph: 

“The policy of the present Ad- 
ministration is to actively encour- 
age the development of the nat- 
ural resources of the country. 
This will involve a partnership of 
the States and local communities, 
private citizens, and the Federal 
Government, all working together. 
It is not a policy of monopoly by 
any one of these parties.” (Italics 
supplied.) 

Even before stating the new 
power policy, McKay very dis- 
tinctly indicated that where pri- 
vate industry could do the job, 
Government would stay out of the 
picture. This came about when he 
abandoned plans for a huge Gov- 
ernment hydroelectric develop- 
ment at Hell’s Canyon on the 
Snake River in Idaho and “gave 
the green light” to the Idaho 
Power Co. which had applied to 
the FPC for license to construct 
three dams on the Snake, but 
with a generative capacity slight- 
ly below that projected by the 
Federal development. 

This, indeed, was a reversal of 
a trend which had grown to great 
proportions during the two pre- 
vious Administrations—so much 
so that the Federal Government 
had over $3 billion invested in 
hydroelectric developments and 
owned around 18% of the coun- 
try’s electric generative capacity. 


Elsewhere in Washington we 
find regulatory agencies in which 
policy changes are taking place. 
In the Federal Communications 
Commission, now headed by Rosel 
H. Hyde, a Republican who has 
been associated with the Commis- 
sion in various capacities since 
1934, we find a tempo that is 
really swift compared to what it 
was a few short months ago. 


The Commission’s largest single 
problem at the moment is tele- 
vision; communities from coast 
to coast are clamoring for TV, 
while the industry is trying to 
develop a color system which will 
be compatible with the black-and- 
white system and thus not render 
some $15 billion worth of present 


receivers useless almost over- 
night. 

Since Hyde became Chairman 
on April 18, the Commission has 
greatly simplified its rules of pro- 
cedure with respect to the han- 
dling of television applications. 
Not a week passes but what the 
Commission amends its rules with 
respect to TV, each rule making 
it simpler, faster, for TV appli- 
cants to obtain coveted licenses, 
and the public to have the pleas- 
ure and convenience of this new- 
est communications medium. 

The Federal Trade Commis- 
sion, now chairmaned by Edward 
F. Howrey, a Virginia Republi- 
can, is adhering closer to its pri- 
mary function of protecting the 
public against mis-branding and 
other unfair or fraudulent prac- 
tices. For long years there were 
many times when one could 
readily confuse the FTC with the 
anti-trust division of the Depart- 
ment of Justice. This was espe- 
cially true when Congress was 
considering some amendment to 
the anti-trust laws—the FTC 
would send more witnesses before 
Congressional Committees than 
would Justice. 

Another regulatory agency 
which seems to be judging things 
on the basis of economics rather 
than sentiment is the Civil Aero- 
nautics Board. After years of 
winking at the law with respect 
to air carriers. (in favor of the 
so-called small business men) and 
non-scheduled plane services 
which were skimming the cream 
from the revenues of the stable, 
long-established lines, the Board 
ruled in favor of the law—and the 
established airlines. This ruling 
is now being contested in the 
courts. 

Many other regulatory bodies, 
and there are nearly 80 which can 
have a “say so” in the operation 
of business, seem to recognize the 
presence of a new era—that 
“There’ll be Some Changes 
Made,” and most of them are 
making them. The writer would 
be a bit repetitious and conclude 
with a reference to the Govern- 
ment’s new power policy. 

Important, not only in its own 
field, the new power policy as 
stated by Interior Secretary 
McKay, is a very definite indica- 
tion of the way the wind blows 
throughout the entire Federal 
structure; it points up that Gov- 
ernment is returning to the stand- 
ards of free enterprise which 
have always been the source of 
the nation’s strength. 
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YOUR INVESTMENTS 


Are They in Need of Readjustment Now ? 





Passive retention of any list of holdings is most unwise during 


today’s changing political, economic and industrial conditions. 


While your faith in the companies in which you are represented may have 
been warranted at the time your commitments were placed—these same 
situations may be entirely unsuited to your objectives today in view of 
war—peace changes and other factors affecting 1953-1954 earnings and 


dividend prospects. 


Now is an important point to balance your diversification. strengthen your 
income and increase the enhancement potentialities of your investment 


portfolio. 


So that you may recognize any weakness in your account, Investment 
Management Service now offers to prepare a preliminary review of your 
security holdings entirely without obligation—if they are worth $20,000. 


or more. 


Our survey will point out examples of issues to be sold or retained only 
temporarily. We will tell you how our personal supervision can assist 
you to strengthen your diversification, income and the enhancement 
possibilities of your account. We will evaluate your list and quote an 


exact annual fee for our service. 


If you have not already done so... send us a list of your securities. Give 
the size of each commitment and your objectives. All information will 
be held in strict confidence. This offer is open only to responsible investors 


who are interested in learning more about our investment counsel. 





INVESTMENT MEANAGEMENT SERVICE 


A division of THE MAGAZINE OF WALL StrEEt. A background of forty-six years of service. 
90 BROAD STREET NEW YORK 4, N. Y. 
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Lovely red-haired actress, Maureen O'Hara, is one of many Hollywood 
stars who smoke Camels! Others are John Wayne, Alan Ladd, Tyrone 
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